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EXTENDING AUTHORITY TO NEGOTIATE TRADE
AGREEMENTS

TUESDAY, JUNE 1, 1948

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to call, at 9: 30 a. m., in room 312,

Senate Office Building, Senator Eugene D. Millikin, chairman,
presiding.

Present: Senators Millikin (chairman), Taft, Butler, George, Con-
nally, and Lucas.

The CHAIRMAN. The hearing will come to order.
This is a hearing on H. R. 6556, to extend the authority of the

President under section 350 of the Tariff Act of 1930, and for other
purposes. The bill and House report will be inserted in the record
at this point.

(H. R. 6556 and H. Rept. No. 2009 follow:)

[H. R. 6556, 80th Cong., 2d sess.]

AN ACT To extend the authority of the President under section 350 of the Tariff Act of
1930, as amended, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That the period during which the President
is authorized to enter into foreign-trade agreements under section 350 of the
Tariff Act of 1930, as amended (U. S. C., 1946 edition, title 19, sec. 1351), is
hereby extended until the close of June 30, 1949.

SEc. 2. Before entering into negotiations concerning any proposed foreign-
trade agreement authorized by section 350 of the Tariff Act of 1930, as amended,
the President shall furnish the United States Tariff Commission (hereinafter
in this Act referred to as the "Commission") with a list of all articles imported
into the United States to be considered for the possible granting of concessions
in the agreement and shall request the Commission to make an investigation
and to report to him the findings of the Commission as to-

(1) the extent to which duties and other import restrictions on the
articles included in the list may be modified; or

(2) the extent to which additional import restrictions on the articles
included in the last may be imposed; or

(3) the maximum periods (if any) for which obligations may be under-
taken to continue existing customs or excise treatment of articles included
in the list,

in order to carry out the purpose of such section 350 without causing or threaten-
ing serious injury to domestic producers of like or similar articles or impairing
the national defense. No such foreign trade agreement shall be entered into
until the Commission has made its report to the President.

SEC. 3. (a) The Commission shall furnish facts, statistics, and other informa-
tion at its command to officers and employees of the United States preparing for
or participating in the negotiation of any foreign trade agreement; but neither



2 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

the Commission nor any member, officer, or employee of the Commission shall
participate in any manner (except to furnish information) in the making of
decisions with respect to proposed terms of any foreign trade agreement or in
the negotiation of any such agreement.

(b) In the course of any investigation pursuant to a request of the President
under subsection (a) of this section the Commission shall hold hearings and give
reasonable public notice thereof, and shall afford reasonable opportunity for
parties interested to be present, to produce evidence, and to be heard at such
hearings.

(c) Section 4 of the Act entitled "An Act to amend the Tariff Act of 1930,"
approved June 12, 1934, as amended (U. S. C., 1946 edition, title 19, sec. 1354).
is hereby amended by striking out "the United States Tariff Commission,", by
striking out "War, Navy,", and by inserting "the National Military Establish-
ment," after "commerce,".

SEC. 4. (a) If the President enters into any foreign trade agreement with any
foreign government or instrumentality thereof under section 350 of the Tariff
Act of 1930, as amended, which requires, or pursuant to which it would be
appropriate for, him to make a proclamation modifying any existing duty or
other import restriction or imposing any additional import restriction to an
extent greater than that reported to him by the Commission pursuant to section
2, or continuing existing customs or excise treatment of articles beyond the
time specified by the Commission in its report to him pursuant to section 2-

(1) the President shall transmit such agreement (bearing an identifying
number) to the Congress, together with a message which shall include
his views with respect to the provisions of such agreement which require,
or pursuant to which it would be appropriate for, him to make such a
proclamation. The delivery to both Houses shall be on the same day and
shall be made to each House while it is in session;

(2) the Commission shall deposit with the Committee on Ways and
Means of the House of Representatives, and the Committee on Finance of
the Senate, a copy of its report to the President with respect to such foreign
trade agreement;

(3) such foreign trade agreement shall not take effect before the expira-
tion of the first period of sixty calendar days, of continuous session of the
Congress, following the date on which the foreign trade agreement is trans-
mitted to it; and such foreign trade agreement shall thereafter take effect
only if, between the date of transmittal and the expiration of such sixty-
day period there has not been passed by the two Houses a concurrent
resolution stating in substance that the Congress does not favor the foreign
trade agreement.

(b) For the purposes of subsection (a) (3)-
(1) continuity of session shall be considered as broken only by an adjourn-

ment of the Congress sine die; but
(2) in the computation of the sixty-day period there shall be excluded

the days on which either House is not in session because of an adjournment
of more than three days to a day certain ; except that if a resolution (as de-
fined in section 202) with respect to such foreign trade agreement has been
passed by one House and sent to the other, no exclusion under this para-
graph shall be made by reason of adjournments of the first House taken
thereafter.

SEC. 5. (a) The second sentence of section 350 (a) (2) of the Tariff Act of 1930,
as amended, is hereby amended to read as follows: "No proclamation shall be
made (A) decreasing by more than 50 per centum any rate of duty, however
established, existing on January 1, 1945 (even though temporarily suspended by
Act of Congress), (B) increasing by more than 50 per centum any rate of
duty, however established, existing on June 12, 1934 (even though temporarily
suspended by Act of Congress), or (C) transferring any article between the
dutiable and free lists."

(b) The proviso of subsection (b) of such section is hereby amended to read
as follows: "Providcd, That the duties on such an article shall in no case (1)
be decreased by more than 50 per centum of the duties, however established,
existing on January 1, 1945 (even though temporarily suspended by Act of
Congress), or (2) be increased by more than 50 per centum of the duties, how-
ever established, existing on June 12, 1934 (even though temporarily suspended
by Act of Congress)."

rnrr'
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(c) Subsection (d) of such section is hereby amended by striking out "in-
creased or" and by striking out "increase or".

SEC. 6. Title II of the Reorganization Act of 1945 (Public Law 263, Seventy-
ninth Congress) shall apply with respect to concurrent resolutions expressing
disapproval of foreign trade agreements transmitted to the Congress by the
President pursuant to section 4 of this Act in the same manner and to the same
extent as such title applies with respect to concurrent resolutions expressing
disapproval of reorganization plans transmitted to the Congress by the President ;
but references in such title to "reorganization plan" or "plan" shall, for the
purpose of this section, be considered to refer to "foreign trade agreement" or
"agreement," respectively.

Passed the House of Representatives May 26, 1948.
Attest: JOHN ANDREWS, Clerk.

[H. Rept. No. 2009, 80th Cong., 2d sess.]

The Committee on Ways and Means, to whom was referred the bill. (H. R.
6556) to extend the authority of the President under section 350 of the Tariff
Act of 1930, as amended, and for other purposes, having considered the same,
report favorably thereon without amendment and recommend that the bill do
pass.

GENERAL STATEMENT

The tariff policy of the United States should be one which promotes the maxi-
mum of beneficial foreign trade. Essential factors in the consideration of methods
which will help in the realization of that goal are national defense and domestic
security. The Ways and Means Committee, after a long and careful study of the
subject of tariffs and foreign trade, is convinced that the interests of this country
and of the world would be best served by the adoption of H. R. 6556.

The bill recommended by the committee is the first step in more than 14 years
toward a scientific adjustment of trade regulations consistent with the goal of
maximum beneficial world trade. Its adoption will continue until June 30, 1949,
the authority of the President to negotiate and enter into trade agreements with
other countries. The Tariff Commission, as a bipartisan, independent agency,
is directed to make factual studies and determinations concerning the extent to
which tariffs can be raised or lowered in any such agreement without endanger-
ing the national security or consequential injury to our domestic economy.

The following is a comparison of the present procedure in the negotiation of
an agreement with that under the proposed legislation:

OPERATION UNDER PRESENT METHOD

1. State Department announces in-
tention to negotiate an agreement and
the items to be considered.

2. CRI, established by Executive
order, composed of representatives of
interested executive departments, an-
nounces hearings.

3. Hearings before CRI.

4. Trade agreements (interdepart-
mental). Committee formed by Ex-
ecutive order considers evidence, item
by item, and reports to the President.

5. President approves or modifies
Trade Agreements Committee recom-
mendations.

6. Negotiations by State Depart-
ment.

7. Agreement signed.

OPERATION UNDER PROPOSED METHOD

1. No change.

2. President transmits list of items to
Tariff omissionin and directs that
agency to make a study of each item.
Tariff Commission announces hearings.

3. Hearings before the Tariff Com-
mission.

4. Tariff Commission considers evi-
dence and transmits report of findings to
the President. No Tariff Commission
members to be on Trade Agreements
Committee bift Commission required to
cooperate fully throughout negotiations.

5. President approves or modifies
Tariff Commission recommendations.

6. No change.

7. No change.
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8. President proclaims new rates. 8. If the rates in the tentative agree-
ment fall within the competitive area
found by the Tariff Commission, the
President may immediately proclaim
them. If the Tariff Commission report
is not followed, then the President may
not proclaim the new rates until, Con-
gress has had opportunity, within 60
days, to object by concurrent resolution.

This new administrative machinery provides needed safeguards for the pro-
tection of domestic industry, agriculture, and labor. It improves the admin-
istrative machinery for the determination of articles on which concessions in
our tariff may be made with safety.

It delegates to the Tariff Commission, a bipartisan group of tariff experts,
the responsibility for making recommendations on an economic basis concerning
proper rates of duty and delegates to our President and the State Department
the diplomatic function of negotiating agreements with other nations.

It is tlue purpose of this committee in instituting these improvements to give
all possible aid and impetus to the efforts of this country to promote world
peace and economic advancement. The committee feels that legislation of this
type is very timely and advisable. Tn 1949 the charter for an International
Trade Organization will be considered by Congress. If adopted, this charter
will require permanent legislation on the subject of our trade with other na-
tions. The Trade Agreements Act must be considered in relation to such leg-
islation. Various proposals for international customs unions and hemispheric
cooperation will be other related questions which Congress will consider next
year.

The President is authorized, under the bill, to negotiate agreements with
other nations and modify existing duties to an extent greater than that rec-
ommended by the Tariff Commission. Such agreements shall, however, become
effective only when they have been submitted to the Congress and the Congress
has not disapproved of the same within 60 days.

The committee strongly urges that the bill do pass.

CHANGES IN EXISTING LAW

In compliance with paragraph 2a of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as introduced,
are shown as follows (existing law proposed to be omitted is enclosed in black
brackets, new matter is printed in italics, existing law in which no change
is proposed is shown in roman) :

"TARIFF ACT OF 1930, AS AMENDED

"PART IIl-PROMOTION OF FOREIGN TRADE

"SEC. 350 (a) * * *
"(1) * * *.
"(2) To proclaim such modifications of existing duties and other import re-

strictions, or such additional import restrictions, or such continuance, and for
such minimum periods, of existing customs or excise treatment of any article
covered by foreign trade agreements, as are required or appropriate to carry
out any foreign trade agreement that the President has entered into hereunder.
[No proclamation shall be made increasing or decreasing by more than 50 per
centum any existing rate of duty or transferring any article between the dutiable
and free lists.] No proclynmation shall be made (A) decreasing by more than
50 per centum any rate of duty, however established, existing on January 1, 1945
(even though temporarily suspended by Act of Congress), (B) increasing by more
than 50 per ecatuot any rate of duty, however established, existing on June 12,
1934 (even though temporarily suspended by Act of Congress), or (C) transfer-
ring any article between the dutiable and free lists. The proclaimed duties and
other import restrictions shall apply to articles the growth, produce, or manu-
facture of all foreign countries, whether imported directly, or indirectly: Pro-
vided, That the President may suspend the application to articles the growth,
produce, or manufacture of any country because of its discriminatory treatment
of American commerce or because of other acts including the operation of inter-
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national cartels or policies which in his opinion tend to defeat the purposes set
forth in this section; and the proclaimed duties and other import restrictions
shall be in effect from and after such time as is specified in the proclamatio'Ji.
The President may at any time terminate any such proclamation ill whole or
in part.

"(b) Nothing in this section shall be construed to prevent the application, with
respect to rates of duty established under this section pursuant to agreements
with countries other than Cuba, of the provisions of the treaty of commercial
reciprocity concluded between the United States and the Republic of Cuba on
December 11, 1902, or to preclude giving effect to an exclusive agreement with
Cuba concluded under this section modifying the existing preferential customs
treatment of any article the growth, produce, or manufacture of Cuba: [Pro-
vided, That the duties payable on such an article shall in no case be increased or
decreased by more than 50 per centum of the duties now payable thereon.]
Provided, That the duties on such an article shall in no case (1) be decreased
by more than 50 per centum. of the duties, however established, existing on Janu-
ary 1, 1945 (ecen though temporarily suspended by Act of Congress), or (2) be
increased by more than 50 per centum of the duties, howerer established, existing
on June 12, 1934 (even though temporarily suspended by Act of Congress).

"(c) * * *
"(d) (1) When any rate of duty has been [increased or] decreased for the

duration of war or an emergency, by agreement or otherwise, any further [in-
crease or] decrease shall be computed upon the basis of the postwar or post-
emergency rate carried in such agreement or otherwise.

"(2) Where under a foreign trade agreement the United States has reserved
the unqualified right to withdraw or modify, after the termination of war or an
emergency, a rate on a specific commodity, the rate on such commodity to be
considered as 'existing on January 1, 1945' for the purpose of this section shall
be the rate which would have existed if the agreement had not been entered into.

"'(3) No proclamation shall be made pursuant to this section for the purpose
of carrying out any foreign trade agreement the proclamation with respect to
which has been terminated in whole by the President prior to the date this sub-
section is enacted.'

"SEc. 2. * *
"SEc. 3. * *
"SEC. 4. Before any foreign-trade agreement is concluded with any foreign

government or instrumentality thereof under the provisions of this Act, reasonable
public notice of the intention to negotiate an agreement with such government or
instrumentality shall be given in order that any interested person may have an
opportunity to present his views to the President, or to such agency as the Presi-
dent may designate, under such rules and regulations as the President may
prescribe; and before concluding such agreement the President shall seek informa-
tion and advice with respect thereto from [the United States Tariff Commission.]
the Departments of State, [War. Navy.] Agriculture, and Commerce, the National
Military Establishment, and from such other sources as he may deem appropriate."

VIEWS OF THE MINORITY MEMBERS ON H. R. 6556

We, the undersigned minority members of the Committee on Ways and Means,
submit the following views and reasons therefore to the House, with the recom-
mendation that H. R. 6556, in ints present form, be rejected:

1. Enactment of H. H. 6556 would kill the reciprocal-trade-agreements program
as a major instrument of foreign policy by prescribing preliminary procedures
involving interminable delays before the President could negotiate a reciprocal-
trade agreement.

2. The determination of minimum tariff rates would be vested in the Tariff
Commission, which would be required to consider only the interest of domestic
producers, without regard for, and representation of, the broad interests of
American industry, labor, farmers, and consumers, and American financial and
foreign policy.

3. H. R. 6556 would make possible the imposition of tariff rates 50 percent
higher than the rates of the Hawley-Smoot Tariff Act of 1930, which resulted
in the stagnation of trade and commerce.

4. The foregoing limitations make extension of the Trade Agreements Act for
1 year practically a meaningless gesture.
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5. Failure to extend the Reciprocal Trade Agreements Act in substantially its
present form for a 3-year period would be a shattering blow to our leadership in
the international economic field.

INTRODUCTION

For the fifth time the Congress is considering extension of the Trade Agree-
ments Act. ( In each past occasion the Congress has made exhaustive and detailed
examination of every aspect of the act itself and of the operation and results
of the trade-agreenents program carried on under its authority. Thousands of
pages of testimony have been taken in open hearings. Each time the Congress
has found that the program had been soundly administered and that its results
were beneficial to the econoiny of the United States and of other countries as
well.

As late as 1947, furthermore, the Committee on Ways and Means held some
7 weeks of hearings and took 1,731 pages of testimony on the operation of the
Trade Agreements Act and the proposed International Trade Organization.
Convincing evidence was again presented to show that the program is highly
valuable to the United States.

A subcommittee of the Committee on Ways and Means held closed hearings on
the extension of the Trade Agreements Act from May 3 to May 8, 1948. The
minority members of the subcommittee strongly objected to holding the hearings
behind closed doors but cooperated fully in expediting the hearings. The sub-
committee was not formally considering any particular bill for the extension of
the act, although a number of witnesses referred to the Doughton bill (H. J. Res.
335), which calls for a straight 3-year extension of the act. Since the hearings
closed, however, the subcommittee has reported out H. R. 6556, a bill which
would extend the Trade Agreements Act by only 1 year instead of 3 and which
contains amendments to the present law which would sabotage the trade-agree-
ments program.

THE PRESIDENT'S MESSAGE

On March 1, 1948, the President, in a message to Congress, requested a 3-year
extension without crippling amendments and gave, succinctly, the reasons for
such extension. That message follows:

To the Congress of the United States:

I recommend that the Congress extend the Reciprocal Trade Agreements Act
in its present form for 3 years, until June 12, 1951. This act authorizes the
President, under well-defined procedures and limitations, to conclude agreements
with other countries for the reciprocal reduction of tariffs and other obstacles to
international trade.

For 14 years the Reciprocal Trade Agreements Act has been an essential ele-
ment of United States foreign policy. It was first enacted in 1934 and has been
extended by the Congress four times, on each occasion after thorough study of
its operation and results. It was well known to the American people and has
drawn their constant and increasing support, regardless of party affiliation.

The basic reason for this constant popular support and repeated congressional
approval is that the act has provided a sound method for increasing world trade
through progressive lowering of trade barriers, to the benefit of living standards
both here and abroad.

The importance of the act is greater today than it has ever been. Together
with other nations, we are engaged in a mighty endeavor to bulid a prosperous
and peaceful world. The financial assistance we have already contributed, and
the further aid we shall give to nations in Europe and elsewhere, constitute a
tremendous investment toward world economic recovery. The Reciprocal Trade
Agreements Act, by stimulating an increasing flow of trade between nations, will
contribute strongly to the achievement of this objective. Its extension is essen-
tial if we are to complete the work we have begun.

The trade-agreements program contributes not only to the restoration of a
prosperous world economy, it also contributes directly to the welfare and pros-
perity of the people of the United States. Our people need to import many com-
modities from abroad; we need equally to export many of our products. Both
needs are served by agreements which reduce or eliminate obstacles to commerce
between the United States and other counries.

These agreements recognize the fundamental fact that trade is a two-way
business and that our foreign commerce depends upon a balanced relationship
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between imports and exports. Foreign countries must he able to sell tol us if
they are to have the dollars to pay for our exports and to repay our loans. Ade-
quate markets for our agricultural and industrial producers depend poUn the
lowering of trade barriers by other countries. Imports of goods needed in this
country improve the standard of living of our people as consumers at the samiie
time that they make possible the maintenance of markets for our people as
producers.

Currently, we are exporting far more than we are importing. But this is a
temporary condition made necessary by considerations of overriding importance.
The trade-agreements program is a sound method for achieving a iiiore balanced
relationship in the future within the broader framework of the expanding world
trade so necessary to economic reconstruction.

In addition, by contributing to the lowering of trade barriers, the United
States can support the expansion of private trading as distinct from Government
trading. The existence of trade restrictions is too often accompanied by Govern-
ment participation in trading operations, extending even to trading by Govern-
ment agencies. The preservation of our private-enterprise system at home is
closely bound up with the reduction of trade restrictions and the encouragement
of private international trade.

The Reciprocal Trade Agreenments Act is a proven instrument for achieving
these objectives. Prior to 1945 the United States had concluded agreements
with 29 countries, affecting about one-half of our foreign commerce. These
agreements helped greatly to reduce trade barriers and to stimulate the foreign
commerce of the United States and the other countries concerned.

Since 1945 we have continued our efforts to reduce the strains imposed upon
the world economy by narrow concepts of economic nationalism. Last summer
at Geneva the United States and 22 other countries concluded the most important
and comprehensive trade agreement in history. By this agreement these 23
nations agreed to reduce their tariffs, or to maintain low tariffs or none at all,
on a wide variety of products. The products affected accounted in 1938 for
over half the world's international trade. In addition, the Geneva agreement
included commitments to curb the use of other trade restrictions, such as import
quotas and preferential treatment of imports from one country as against those
from another.

This agreement is a landmark in international economic relations. Never
before have so many nations combined in such an intensive effort to reduce
barriers to trade. While it will be some time before the benefits of the agreement
can be fully felt, it is clear that it will make a substantial contribution to the
expansion of world trade and to the recovery of the world economy.

We expect that many other countries will wish to join the Geneva agreement.
The continuance of the Reciprocal Trade Agreements Act is necessary to enable
the United States to play its part in extending this reduction of trade barriers to
these other countries. Furthermore, we shall need the authority of the act to
make appropriate revisions in the Geneva agreement as they are made necessary
by changing world conditions.

The trade-agreements authority will also be needed to enable us, in concert with
other nations, to carry out the International Trade Organization charter, now
being completed at Habana. The United States has actively sponsored the
creation of this Organization to encourage the conduct of trade between nations on
fair and liberal principles and to provide a forum where nations can consult on
points of economic difference and on cooperative measures to solve common
economic problems. The proposed charter, which will be presented to the Con-
gress at a later date, includes as one of its cardinal points the undertaking that
all member countries will stand ready to negotiate for the reduction of tariffs and
other trade barriers on a reciprocal and mutually advantageous basis. The ex-
tension of the Reciprocal Trade Agreements Act will enable us to carry out this
undertaking.

For all these reasons I am convinced that we should continue the Reciprocal
Trade Agreements Act. The positive benefits to world trade, to United States
export industries and agriculture, and to our domestic consumers are beyond
question. Furthermore, we need have no fear of serious harm to any domestic
producer. An expanding foreign trade promotes the most efficient use of our
productive resources and contributes to the growing prosperity of the whole
Nation.

In addition, the interests of domestic producers are carefully protected in the
negotiation of each trade agreement. I assured the Congress, when the Recipro-
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cal Trade Agreements Act was last extended in 1945, that domestic producers
would be safeguarded in the process of expanding trade. That commitment has
been kept. It will continue to be kept. The practice will be continued of hold-
ing extensive public hearings to obtain the view of all interested persons before
negotiations are even begun. The practice will be continued whereby each agree-

ment before its conclusion will be carefully studied by the Departments of State,
Treasury, Agriculture, Commerce, and Labor; the National Military Establish-
ment; and the United States Tariff Commission. Finally, each agreement will
continue to include a clause which will permit withdrawal or modification of con-
cessions if, as a result of unforeseen developments and of the concessions, imports
increase to such an extent as to cause or threaten serious injury to domestic pro-
ducers.

The Reciprocal Trade Agreements Act is a tested and practical means, which
has wide bipartisan support, for achieving the benefits of expanding world com-
merce for the United States and for other countries. It is a continuing evidence
of the determination of the United States to contribute its full share to the recon-
struction of a sound and growing world economy as the basis for enduring peace.
As such, I strongly recommend that the act be extended for an additional 3 years.

HARRY S. TRUMAN.

THE MAJORITY BILL

The bill proposed by the majority is a sham and typical protectionist device.
It is exactly what you would expect from its sponsors who have always been

opposed to the principle of the trade-agreements program. It clearly shows that
they lack the courage to attack the program directly. Instead they present a bill
which appears to permit the program to continue but actually sets up such con-
ditions as to make it practically unworkable.

In the first place the bill extends the authority only to the close of June 30,
1949. It is essential that longer than a year be provided in order effectively to
plan and to negotiate agreements. All past renewals of the Trade Agreements
Act have, with one exception, been for 3 years.

In addition the bill provides that after the preparation of the usual published
list of import products to be considered for the possible granting of concessions
in the agreement, and before entering into such agreement, the Tariff Commission
shall report to the President with regard to such products-

(i. the extent to which duties and other import restrictions may be
modified; or

(2) the extent to which additional import restrictions may be imposed; or
(3) the maximum periods (if any) for which obligations may be under-

taken to continue existing customs or excise treatment-without causing or
threatening serious injury to domestic producers or impairing the national
defense. Such a report would take months to prepare. It would be wasted
effort in those cases where the President decided not to change the duty to
the full extent determined by the Tariff Commission. It imputes a degree
of certainty which is not present in tariff making and would be a waste of
the taxpayers' money at a time when cries are daily raised for economy in
governmental expenditures.

The determinations called for in such a report are not necessary for every
product. In fact, the record shows that no industry has needed such a report it,
order to be protected from injury. Moreover, if despite the great care with
which concessions have been made under the present method injury should
threaten or result, all recent and new agreements provide for modification or
withdrawal of the concession.

This one feature of the bill is alone sufficient to practically guarantee non-
action, because merely by failure to arrive at agreed determinations the Tariff
Commission could prevent the negotiation of even a single agreement during the
year. Even assuming the best intentions, agreement could not quickly be
reached by the three Republican and three Democratic members.

The Commission apparently would be required to analyze all the available
facts and to arrive at judgments based on such facts and on assumptions re-
garding such imponderables as the rate of rehabilitation in war-torn countries,
the course of price levels in the United States and foreign countries, and the
movements of foreign exchange rates. The obviously wide area for differences
of opinion precludes the establishment of any formula for quickly resolving
conflicting views, so that extended delays is almost certain on the controversial
items in any proposed list for trade-agreement negotiation. Moreover, it is
doubtful whether the Tariff Commission at present has a sufficiently large num-
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ber of qualified personnel to understake the responsibilities under the bill.
The Chairman of the Commission in a letter dated May 17, 1948, in response to
an inquiry from the ranking minority member of the Committee on Ways and
Means, expressed the folowing personal views on the question:

"The Commission's staff is highly qualified for the type of work in question,
but at present totals only about 220. This staff is not adequate even for the
present duties of the Commission. Should H. R. 6556 become law and should
trade-agreement negotiations become active, additional staff would be required
to meet the new responsibilities entailed by the act. How large an increase in
staff would be needed would depend upon the interpretation given to section 2
of the bill. This section requires the Commission to make an investigation and
report to the President regarding the concessions which may be made, without
injury to domestic producers, on each of the articles which are listed for in-
clusion in the negotiations. It would be one thing if 'investigation' by the
Commission were to be limited, as it has been in connection with most articles
covered by the trade agreements so far made, to assembling and analyzing the
readily available information on the various articles. It would be quite an-
other thing if section 2 should be construed to require special investigations
with respect to all, or most, of the articles included in the negotiations. Of
course, an interpretation intermediate between these two extremes might Pe
adopted, whereby such special investigations could be confined to a limited
number of commodities as to which particularly difficult problems were present.

"By the term 'readily available information,' I mean information already in
the possession of the Commission, whether or not previously published, and such
additional information as can readily be obtained from other Government
agencies or from private sources, without special investigation. By 'special
investigation' I mean an inquiry of the type which involves field work or
questionnaires, or both. I have in mind investigations of such scope as those
the Commission conducts under section 22 of the Agricultural Adjustment Act
and as those which the Commission will make in cases arising under the
'escape clause' in trade agreements."

Moreover, the annual report of the United States Tariff Commission for 1947
states: "A larger staff is essential if the Commission is to continue to fulfill
adequately and promptly the duties already laid upon it by existing law." Yet
the bill would increase tremendously the responsibilities of the Tariff Com-
mission without consideration of the personnel deficiencies in the size of the
present staff.

The bill provides that the President shall submit to Congress for its veto any
agreement which would involve any tariff action exceeding that recommended
in the Tariff Commission report. This in effect places the determination of
tariff concessions in the hands of a single agency, the Tariff Commission.

The full weight of all the pressures of special interests would concentrate
on the Tariff Commission. It is questionable whether the best interest of the
country would be served by subjecting a single agency to the concentrated
pressures which tariff lobbyists can exert.

The President would be put in an improper position in the event that he
found it in the public interest to exceed the limits set by the Tariff Commis-
sion. Tariff Commissioners are Presidential appointees. To submit to Con-
gress disagreements between the President and the Tariff Commission would be
incompatible with efficient administration.

Under the bill no member of the Tariff Commission or of its staff could partici-
pate in the recommendations to the President or in the negotiation of an agree-
ment. This is a complete waste of talents and abilities. It deprives the Presi-
dent of the assistance of trusted and competent officers in negotiating the best
bargain for the United States. It places a high wall around the Tariff Commis-
sion so far as the remainder of the agencies participating in the trade-agreements
program is concerned. In the give and take of discussion on any tariff concession
under the procedure of the past 14 years, the contribution of the Tariff Com-
mission has been invaluable. This would be lost under the present bill.

Of even more serious nature is the fact that other governmental agencies with
responsibilities with regard to the effect of tariffs on domestic industry and na-
tional security are subordinated to the Tariff Commission. The Tariff Commis-
sion's judgment should not prevail over that of the Department of Agriculture
in the field of agriculture. The Tariff Commission is not qualified to make
determinations regarding the national defense.

The requirement in the bill that the Tariff Commission hold public hearings
either would result in duplication of effort or would deprive other Government
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produce abundantly and efficiently and to exchange their products on equitable
terms and without excessive barriers to trade. This fact has been recognized
by the 16 nations participating in the European recovery program. They have
committed themselves to negotiate among themselves and with other countries
for the purposes of reducing trade barriers. In the law establishing the Eco-
nomic Cooperation Administration Congress wisely reiterated this same objec-
tive. The United States must be in a position to join with them in this Jro-
grain. Extension of the Trade Agreements Act, in a fully workable form, is
essential to the completion of our task.

In 1945 the United States Government published and transmitted to other
governments for discussion its proposals for expansion of world trade and
employment. A preparatory committee set up by the Economic and Social Coun-
cil of the United Nations met first at London and then at Geneva with the pro-
posals and the American charter draft as basic documents for their discussions.
After months of preparatory work, the United Nations Conference on Trade
and Employment met at Habana beginning in November of 1947. On March
24, 1948, agreement on the text of a charter was reached at Habana by 53 of
the nations participating in the conference. The Habana charmer is to be brought
before the Congress for approval as it will be presented to the governments of
the other countries whose delegates accepted it at Habana. A key provision
of the charter is time requirement that each member nation negotiate with
the other members for mutual reduction of their tariff and other trade barriers
and for the elimination of discriminations in trade. The Trade Agreements
Act provides the only authority under which the United States Government
may be able effectively to participate in such negotiations.

These are some of the far-reaching constructive inives which time United
States has made in the field of economic foreign policy. The reciprocal trade-
agreements program, for 14 years the major instrument of our economic foreign
policy, is of key importance against the background of these other and related
measures.

C. General agreement on tariffs and trade concluded at Gcneer

Under the authority of the Trade Agreements Act representatives of time
United States Government concluded at Geneva, in 1947, a reciprocal trade
agreement with 22 other countries. This agreement is the most comprehen-
sive action ever taken for the reduction of barriers to international trade.
The countries participating in the negotiations account for some two-thirds
of the total international commerce of the world.

(1) Procedure before negotiation.-In preparing for and carrying on the
trade-agreement negotiations at Geneva the United States Government acted
in accordance with the procedures established under the Trade Agreements
Act and the Executive orders issued in connection with it. Public notice of
intention to negotiate the agreement was issued on November 10, 1946. At
the same time there was published a list of all United States import items on
which tariffil concessions would be considered during the negotiations. All
interested persons had opportunity, either by submitting statements and briefs
or by appearing at public hearings, to give views and information on the pro-
posed agreement. Over 1,000 briefs and statements were received and 676
witnesses presented information and views at the public hearing which was
held in January 1947. It was only after these investigations and public hearings
were held that the interdepartmental Trade-Agreements Organization submitted
its recommendations to the President for approval before negotiations began.
The negotiations themselves opened at Geneva on April 10. 1947. and ended on
October 30, 1947.

(2) General provisions.-The general agreement oil tariffs and trade nego-
tiated at Geneva contains general provisions corresponding largely to those in
the bilateral trade agreements which the United States had previously negotiated
with individual countries. These provisions safeguard and make more effective
the specific tariff concessions contained in the agreements. They relate to such
matters as the extension to each other of most-favored-nation tariff treatment
by the contracting counties; nondiscrimination in internal taxation of domestic
and imported products; commitments to refrain from imposition of unduly
burdensome regulations and restrictions regarding customs administration and
other matters; commitments regarding the use of quotas, subsidies, and like
measures; exceptions under which contracting parties might be relieved from
some of the obligations incurred in the agreement; and other like matters.

76984-48------2
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The escape clause permitting emergency action to prevent injury to a domestic
industry as a result of increased imports due to a particular concession, required
by the Executive order referred to above, is one of the important general pro-
visions of the agreement.

(3) Wide scope of agreement.-The specific tariff concessions provided for in
the agreement cover more than 45,000 items and apply to some two-thirds of the
trade of the participating countries or about one-half of the total international
commerce of the world. The tariff concessions made by each country party to the
agreement are applicable to the products of all of the other parties. They include
complete eliminations or substantial reductions of certain tariffs and tariff pref-
erences, the binding of certain duties at previously existing levels, and the bind-
ing of previous duty-free treatment.

(4) Concessions obtained by the United States.-The concessions made by
other countries at Geneva cover products accounting for a substantial propor-
tion of total United States exports to those countries and include almost all the
important United States export products. The table which follows shows in
summary form the value of imports from the United States into the Geneva coun-
tries, mainly in 1939, of products covered by concessions granted in the general
agreement. In addition to the value of concessions shown, totaling $1,262,061,000,
possibly as much as 90-95 million dollars of trade may be covered by concessions
which cannot readily be matched up with statistics of past imports.

Imports (mainly in 1939) from the United States of commodities upon which
concessions were made, by listed countries

Value

Country d [n

Australia (1938/1939)-----------------------
Belgium-Luxemburg-Netherlands Customs Union --
B razil (1938 ) --------------- -- -------- -- ---------------------

Burma (1938/1939)
Canada ---------------------------------------------------------
Ceylon
Chile ----------------------------------- ------------------------

China
Cuba -----------------------------------------------------------
Czechoslovakia (1937) -------------------------------------------
France ----------------------------------------------------------
India and Pakistan (1938/1939) ------------------------------------
N e w Z e a la n d . . . . . . . . . . . . . . . .. . . . . . . . -- --------------- -----------
N o r w a y ----------------------------------------------- -----------
Southern Rhodesia ----------------------------------------------
Syro-Lebanese Customs Union (1938) ..................... 4 --------
Union of South Africa -------------------------------------------
United Kingdom:

M etropolitan area --------------------------------------------
Newfoundland (1938/1939) ------------------------------------

(thousands
ited States
dollars)

42,420
115, 426
38, 651

1,113
341, 062

933
16, 428
51,941
74, 933
25,326

138, 761
10, 011
12, 896
15,362

1, 220
2, 147

40, 928

329, 622
2. 881

Total, all countries listed ---------------------------------- 1, 262, 061
Sonree: U. S. Tariff Commission, Operation of the Trade Agreements Program, July 1934

to April 1948, pt. 1, p. 48 (preliminary draft).

The following tabulation shows the value of total dutiable and duty-free
imports into the United States in 1939. It also shows the 1939 values of United
States imports of products on which concessions were made at Geneva, by type of
concession.

Total United States im ports in 1939 -----------------------------------

Duty-free ----------------------------------------------------------
D utiable ----------------------------------------------------------

Total im ports of "concession" items -----------------------------------

Bound duty-free at G eneva ----------------------------------------
B o u n d a t p r e v io u s t a r iff r a t e s . . . . . . . . . --- ------------------------
Tariff rates reduced -----------------------------------------------

Value Percent of
total imports

$2, 247, 700,000 100
1,397, 000, 000 61

879, 000,000 39

1, 780, 000,000 77

1, 131, , 0 00 50
148,000, 000 6
471,000,000 21
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(5) Extent of general agreement in effect.-The general agreement was put
into effect provisionally on January 1, 1948, by Australia, the Belgium-Nether-
lands-Luxemburg customs union (Benelux), Canada, Cuba, France, the United
Kingdom, and the United States. It went into effect on April 21, 1948, with
respect to Czechoslovakia and on May 22, 1948, with respect to China. Other
participating countries have until June 30, 1948, to take the necessary action to
put the agreement in effect according to their own constitutions and laws.

PUBLIC SUPPORT FOR EXTENSION OF PRESENT RECIPROCAL TRADE AGREEMENTS ACT

A. The recent hearings
The people of the United States will recognize that the bill is designed to

kill the reciprocal trade-agreements program and to return to the Smoot-
Hawley method of dealing with tariffs. In fact, the bill authorizes rates even
up to 50 percent greater than the tariff rates of the Smoot-Hawley Tariff Act of
1930 under which trade and commerce became stagnant.

The hearings which have been held over the past 14 years, including those
held in closed session during the week of May 3, 1948, are more than ample
evidence of the overwhelming support for the present program. At the most
recent hearing the number of witnesses appearing in favor of the program ex-
ceeded those appearing in opposition, and vastly exceeded the opposition as
to number of people which they represented.

1. Favorable witnesses.-Secretary Marshall, Will Clayton, Williams C. Foster,
Under Secretary of Commerce, and Charles Brannan, Assistant Secretary of
Agriculture, appeared in person in support of the President's recommendation.
In addition statements were presented by Secretary Forrestal, and Averell Har-
riman, former Secetary of Commerce and now Ambassador at large under ERP.

Mr. Earl 0. Shreve, President of the United States Chamber of Commerce-
largest business organization-testified in favor of renewal of the Trade Agree-
ments Act in its present form. Mr. John Abbink, representing the National
Foreign Trade Council, and Mr. Morris Rosenthal, representing the National
Council of American Importers, similarly testified in favor of the program.
Mr. H. J. Heinz II, chairman of the United States Associates of the International
Chamber of Commerce, appeared in favor of the extension. A statement of
Mr. Allan B. Kline, president of the American Farm Bureau Federation, the
largest farm organization, was read before the committee, by the head of the
Bureau's Department of International Affairs who presented additional im-
portant supporting information in support. Mr. Russell Smith appeared for the
Farmers Union. Mr. Charles P. Taft, the able son of the former President,
representing the Federal Council of Churches of Christ in America, which has
a membership of 27,000,000, appeared. He also made a favorable statement in
his personal capacity and showed by facts and figures how past cries of expected
future injury had proved to be completely unjustified. Dr. Mildred Northrop,
professor of economics, Bryn Mawr College, made an able statement advocating
extension of the act.

A statement by Mr. James B. Carey, secretary-treasurer of the CIO, was pre-
sented favoring the program. He informed us that 2.5 million nonfarm workers
are directly or indirectly dependent for their jobs upon exports. Mr. George 1.
Harrison, president of the A. F. of L. Brotherhood of Railway Clerks, said, in
allaying the fear of foreign competition: "We know that because of America's
high industrial efficiency and productivity American labor can compete to ad-
vantage with free labor anywhere in the world."

Among numerous letters, telegrams, and statements in support of the extension
of the act, an illuminating statement was received from Hon. Cordell Hull, the
distinguished former Secretary of State, the "Father of the modern reciprocity."
That statement is as follows:

"STATEMENT BY THE HONORABLE CORDELL HULL, HONORARY CHAIRMAN,
CITIZENS' COMMITTEE FOR RECIPROCAL WORLD TRADE

"Fourteen years ago our Nation, embarked upon a policy of international
cooperation in expanding world trade as an essential foundation of our national
prosperity, international political stability, and last world peace. That policy,
embodied in the Riciprocal Trade Agreements Act of 1934, and the program that
has been carried forward to give effect to the act were carefully devised and have
been amply tested. The policy and the program have been reaffirmed by the
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Congress four times through successive renewals of the act. By the very force of
their soundness and continuity, they have won the acceptance of the American
people and have provided a beacon light for the free nations of the world.

"Today our Nation and all nations need more than ever before to cooperate
wholeheartedly in establishing, in as large an area of the world as possible, tile
conditions of political liberty, economic progress, and enduring peace. The
attainment of these conditions of civilized life especially requires that the peoples
of the world have an opportunity to trade with one another to their mutual benefit
and with a minimum of stultifying restrictions. The trade-agreements program
provides the most effective framework for the realization of that opportunity.
The continued existence of the program is indispensable if our Nation and all
nations are to look conlidently to a brighter future.

"The devastating war and its tragic aftermath have created enormous difficul-
ties in Europe and in many other parts of the world which have led to economic
poverty, political and social instability, and a deep-seated sense of insecurity.
Toward helping to alleviate these difficulties, our Nation, in recent weeks, under-
took a wise and far-reaching program of economic assistance to the free nations
of Western Europe and of other parts of the earth designed to afford them such
temporarily and desperately needed assistance as would enable them to cooperate
with us and with each other to the greatest benefit of all of us. But a program of
recovery must have a sense of basic direction and must proceed along a broader
and more lasting course.

"To this end, it is of the utmost importance that the Reciprocal Trade Agree-
ments Act remain on our statute books as a continuing instrument of fruitful
international cooperation. It is my earnest hope that the Congress which has
recently shown the imagination and courage to enact the foreign-assistance legis-
lation, will again reaffirin this country's broad and basic policy of international
economic cooperation by renewing the present Trade Agreements Act."

2. Opposition witnc.sx'qs.-Most of the witnesses for the opposition professed
to appear in their private capacities. However, we are sure no one will overlook
the fact that Mr. Arthui' Besse is president of the National Association of Wool
Manufactures, that Mr. Claudius Murchison represents the Cotton-Textile In-
stitute, that Mr. Robert Martin is executive secretary of the Vitrified China
Association, that Mr. Wickliffe Rose, as well as two other opposition witnesses.
have been closely identified with the American Tariff League' for year. The only
opposition from labor was from an extremely small protectionist group. It is
hardly a coincidence that all of these groups have appeared in opposition at most,
if not all, of past hearings oii the renewal of the Trade Agreements Act.

B. Public opinion polls
The most recent Gallup poll on the reciprocal trade program, published on

May 12, 1948, reported that informed persons with opinions voted 10 to 1 in
favor of the continuation of the trade-agreements program.

The answers:

Percent
Should be continued ---------------------------------------------------- so
Should not be continued 8
No opinion ---------------------------------------------------------- 12

Half of those favoring continuation said they felt very strongly about this
matter, slightly less than half felt fairly strongly and less than 1 in 10 not
strongly at all. No major difference between Republican and Democratic voters
were apparent in regard to continuation of the program. Eight out of ten in each
party support it.

This favorable ratio of public support is substantiated by a coast-to-coast poll
eoniili'd by the magazine Modern Industry in the spring of 1947. Eighty-one
percent of its readers voted "yes" to the question "Should the reciprocal trade-
agreemient prograln be continued?" Strongest support, 85.5 percent, was reg-
istered in the North Central States.

C. Prcss cominient
Tb,, reciprocal lrade-.:greenents program was endorsed by a majority of

business paper editors who participated in an opinion survey conducted by the
National Conference of Business Paper Editors in the spring of 1947.

'The American Tariff League since 1885 has been an organization of business firms and
associations advocating a high protective tariff. The organization claims to be exempt
from Federal income taxes.

-- -I
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Since March 1, 1948, the following newspapers have been noted as favoring
the renewal of the Trade Agreements Act. They number 54 and only 4 have
been noted as critical of the program.

FAVORING

New England:
Boston (Mass.) Herald.
Christian Science Monitor.
Manchester (N. H.) Union.
Providence (R. I.) Bulletin.
Springfield (Mass.) Union.
Middle Atlantic:
Baltimore (Md.) Sun.
Johnstown (Pa.) Tribune.
New York (N. Y.) Herald Tribune.
New York (N. Y.) Journal of Commerce.
New York (N. Y.) Post.
New York (N. Y.) Times.
Philadelphia (Pa.) Bulletin.
Philadelphia (Pa.) Inquirer.
Pittsburgh (Pa.) Post-Gazette.
Pittsburgh (Pa.) Press (Scripps-How-

ard).
Stroudsburg (Pa.) Record.
Wall Street (N. Y.) Journal.
Washington (D. C.) News (Scripps-

Howard).
Washington (D. C.) Post.
Washington (D. C.) Star.
Watertown (N. Y.) Times.
Midwest:
Cincinnati (Ohio) Enquirer.
Chicago (Ill.) News.
Chicago (Ill.) Sun-Times.
Cleveland (Ohio) Press (Scripps-How-

ard).
Des Moines (Iowa) Register.

Detroit (Mich.) Free Press.
Detroit (Mich.) News.
Kansas City (Mo.) Star.
Kansas City (Mo.) Times.
Milwaukee (Wis.) Journal.
Minneapolis (Minn.) Tribune.
St. Louis (Mo.) Globe-Democrat.
St. Louis (Mo.) Post-Dispiitch.
South:
Atlanta (Ga.) Constitution.
Baton Rouge (La.) State-Times.
I:irmingham (Ala.) Age-Herald.
Charlotte (N. C.) Observer.
I Dallas I Tex.) News.
El Paso (Tex.) Herald.
Fort Worthi (Tex.) Press.
Forth Worth (Tex.) Star-Telegram.
Greenwood (IMiss.) Commonwealth.
Houston (Tex.) Post.
Louisville (Ky.) Courier-Journal.
Memphis (Tenn. ) Press-Scimitar

(Scripps-Howard).
Miami (Fla.) Herald.
New Orleans ( La. ) Times-Picayune.
Raleigh (N. ('.) News atid Observer.
Richmond (Va.) Times-Dispatch.
Tampa (Fla.) Tribune.
West:
Los Angeles (Calif. ) Times.
Denver (Col(.) Post.
San Francisco Calif.) chroniclee .

CRITICAL

Baltimore (Md.) News-Post (Hearst). New York (N. Y.) Sun.
Bristol (Pa.) Courier. Wheeling (W. Va.) Intelligencer.

Colunnists, writers, and radio commentators.-Since March 1, 1948, 18 col-
umnists, writers, and radio commentators have been noted as favoring renewal
as compared to but 1 noted as critical. They are as follows:

FAVORING

Childs, Marquis (Washington Post)
Edson, Peter (Washington News)
Drummond, Roscoe (Christian Science

Monitor)
Ives, C. P. (Baltimore Sun)
Kingdom, Frank (New York Post)
Krock, Arthur (New York Times)
Lindley, Ernest (Newsweek)
Lippmann, Walter (Washington Post)
Owens, John (Baltimore Sun)
Porter, Sylvia (New York Post)
Riggs, Robert (Louisville Courier-Jour-

nal)

Stanford, Neal (Christian Science Maon-
itor)

Stokes, Thomas L. (Washington News)
Strout, Richard (Christian Science Mon-

itor)
Van Devander, Charles (New York

Post)
Davis, Elner
Eaton, Richard
Kaltenlirn, H. V.

CRITICAL

Brown, George Rothwell (Hearst)

Magazines and publications.-Magazines and publications noted since March 1,
1948, as favoring No. 8 as compared to one noted as critical, as follows:

1 1
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FAVORING

American Milk Review Friend, The
America Nation, The
Export Trade and Shipper Port of Baltimore Bulletin
Fortune World's Business and Importers Guide

CRITICAL

Oil, Paint and Drug Reporter

CONCLUSION

It is our earnest conviction that peace, freedom, and world trade are insep-
arable, and that the foreign relations of the United States, political and economic,
are indivisible. The existing Reciprocal Trade Agreements Act has enabled
the President to negotiate mutually beneficial trade agreements with 41 foreign
countries as a means of advancing the best interests of American industry, labor,
farmers and consumers, and the execution of American military, financial, and
foreign policies. The weaknesses, fallacies, and subterfuges of H. R. 6556, in
its present form, constitute a clear and deliberate effort to sabotage and smash
the reciprocal trade program.

Continued expansion of trade and commerce among free nations is an essential
corollary to the foreign-assistance program recently enacted by Congress. En-
actment of the bill would be the subordination of American leadership in world
economic affairs to the special interests of a few domestic producers.

The Reciprocal Trade Act, in our opinion, is the keystone of our bipartisan
foreign economic policy. Its extension in substantially its present form for a
full 3-year period is, therefore, legislative business of the highest priority.

ROBERT L. DOUGHTON.
JERE COOPER.
JOHN D. DINGELL.
Wii~uu D. MILLS.
NOBLE J. GREGORY.
A. SIDNEY CAMP.

WALTER A. LYNCH.
AIME J. FORAND.
HERMAN P. EBERHARTER.

The CHAIRMAN. Mr. Clayton, will you identify yourself to the
reporter and proceed?

STATEMENT OF WILLIAM L. CLAYTON, SPECIAL ADVISER TO THE
SECRETARY OF STATE, WASHINGTON, A. C.

Mr. CLAYTON. MV name is William L. Clayton, and I am at
present adviser to the Secretary of State.

I appreciate very much, Mr. Chairman and gentlemen, this oppor-
tunity of appearing before you. I have a short statement here which
I would like to present before submitting myself to questioning.

The Trade Agreements Act, which has now been in effect for
nearly 14 years, has been the subject of widespread public and offi-
cial discussion during these last few weeks. For the fifth time, the
Senate Committee on Finance is considering renewal of the act. A
subcommittee of the House Ways and Means Committee has already
taken testimony, from May 3 to 8, concerning the operation of the
program, and witnesses both for and against the program were
heard.

Judged by the importance of the interests involved, the greater
preponderance of opinion expressed at the hearings was favorable.
Recent polls of public opinion and editorials all over the country
also show overwhelming support for the program.
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The existing procedure for negotiating trade agreements is based
upon the act and upon Executive orders issued pursuant to the act,
including in particular Executive Order No. 9832. This procedure
is thoroughly interdepartmental and democratic. Seven agencies-
the Departments of Agriculture, Commerce, Labor, State, and
Treasury, the National Military Establishment, and the Tariff Com-
mission-are represented in a central operating committee known
as the Interdepartmental Committee on Trade Agreements. This
committee, assisted by its interdepartmental "country" subcommit-
tees, directs preliminary exploratory studies to determine when and
with whom negotiations may profitably be undertaken, prepares rec-
,ommendations to the President as to concessions to be offered and
requested, supervises actual negotiations, and watches over the opera-
tion of agreements concluded.

Before any concessions are formulated, adequate public notice is
given as to the products to be considered, and public hearings are
held by the Committee for Reciprocity Information to receive testi-
mony of persons interested in possible concessions to be given or re-
quested in agreements about to be negotiated. The information re-
ceived is circulated throughout the organization. The Committee
for Reciprocity Information is made up of representatives of the
same agencies as those represented on the Trade Agreements Com-
mittee and, in most cases, the same individuals serve on both com-
mittees. At this same stage, the Tariff Commission makes an anal-
ysis of the facts relative to the production, trade, and consumption
of all products listed for possible concessions by the United States
and as to the probable effect of granting a concession thereon. These
digests are made public except for confidential information. Similar
studies are prepared by the Commerce Department on commodities
on which we may want to seek concessions from other countries.

All of this material is carefully studied, first by country committees,
then by the full committee. After full discussion, agreement is
reached on recommendations which are then transmitted to the Presi-
dent. In most cases agreement is unanimous. If any agency dissents
from the recommendation, it is required to make a full report to the
President on the reasons for its dissent.

This procedure has enabled us to offer worth-while concessions on a
selective basis and so to promote world-wide trade barrier reduction
consistent with the best interests of our own producers.

However, safeguarding procedure does not end there; we also have
the escape clause which permits withdrawal of any concession which
endangers a domestic industry. Such withdrawal can be unilateral, if
necessary, and may occur in case of threatened as well as actual injury
if imports under a concession increase as a result, of unforseen circum-
stances. Designed to be operated by the Tariff Commission reporting
directly to the President, it offers a prompt and sure remedy always
available when needed.

Safeguarding action under the escape clause, though of highest im-
portance, is only one of the many features in the present procedure
which account for the remarkable record of safe tariff modification
which the trade-agreements program has achieved.

Full Tariff Commission participation in every phase of the negotia-
tion of trade agreements is one safeguard, given the Commission's re-
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sources of detailed knowledge of international trade and the experi-
ence of its staff in negotiation.

The interdepartmental character of the entire organization conduct-
ing trade-agreement negotiations is a second safeguard for two dis-
tinct reasons. In dealing with questions to which there is no certain
answer-such as, for example, questions of future price, supply, and
demand for any commodity-the judgment of a group of agencies is
superior to the judgment of any single agency. Secondly, each agency
has special responsibility for different considerations, thus minimizing
the possibility that any one criterion of tariff-making will take undue
precedence over others. This balanced judgment prevails at both the
country-committee level, where experts from the different agencies
collaborate in formulating recommendations to the Trade Agreements
Committee, and in the full committee itself. No concession is recom-
mended unless it would, in the judgment of the members, leave ade-
quate protection for domestic industry against a serious injury.
Equally, however, no concession is recommended unless it accords with
the security interests of the country, with the interests of agriculture,
of consumers, and, more broadly, with the over-all foreign economic
policy of the United States. On the other side, the probable bargaining
value of particular concessions must also be considered. That is, no
factor, least of all domestic welfare, is disregarded, but all are weighed
together by the entire group, each agency having an equal voice in all
decisions.

Altogether, the system has worked remarkably well, and there is
no cause for dissatisfaction with it.

In view of the extensive information already available regarding
this procedure, I shall not dwell on it any longer.

Although advance fears of injury have been repeatedly expressed,
there has not been a single case in all these years in which such fears
have materialized. In a few cases, the President has found that
changed conditions made it necessary to take some action and has
accordingly withdrawn or modified a concession.

In spite of this record, which proves the complete adequacy of ex-
isting procedure, we are now asked to make fundamental changes
in the procedure which would altogether change the complexion of the
program.

Achievements under the program have been very substantial. We
have concluded agreements with 42 countries in all, culminating in the
123-nation general agreement on tariffs and trade which we negotiated
last year at Geneva. The substantial benefits obtained are set forth
concisely in the recent Tariff Commission report of February 25, 1948,
entitled "Operation of the Trade Agreements Program, Part I," be-
ginning on page 23.

I will not take up your time with other statement on this subject.
It is enough to say that the Geneva agreement alone is a major ac-
complishment. It establishes tariff treatment for about half of the
world's international trade and sets a pattern that will enable more
goods to be produced the world over. Foreign recovery will be based
on the assurance of freer trading conditions than would otherwise
obtain, and controls now necessary may be removed sooner than would
be possible without the agreement.
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The question may arise: Why must we go o1 with the program when
so much has already been accomplished? There are three principal
reasons why we must go on. The Geneva agreement is only the be-
ginning of a system which we hope may ultimately include at least
twice the number of countries so far participating. ' For example, we
have no trade agreement at all with six of the countries which are co-
operating to receive aid under the European recovery program, and
10 of the 16 are not parties to the general agreement. We must have
full authority to be able to bring other countries in.

Second, we need the authority because of the European Coopera-
tion Act. This act wisely requires cooperating countries to reduce
trade barriers among themselves and between themselves and other
countries. Renewal of the Trade Agreements Act is necessary to
enable us to join them in that purpose. Mr. Harriman stressed the
importance of this point in his statement filed with the Ways and
Means Committee of the House.

Finally, our entire economic leadership in the world today is at
stake. Commercial policy cannot be separated from our lending pro-
gram, from our recovery assistance, or from any part of our foreign
economic policy. The whole makes up one single structure which we
cannot afford to weaken at any point. May I quote Secretary Mar-
shall on this point? Speaking before the subcommittee of the Ways
and Means Committee, he said:

Any serious weakening of the Trade Agreements Act at this critical period in
world affairs would almost certainly be regarded by other countries not only as a
surrender of our leadership in the international economic field, but as a repudia-
tion of much that has been accomplished under our leadership in that field.

These are the main reasons why the act should be renewed as we
have had it heretofore and for the customary 3-year period.

I would like to comment briefly on what I consider to be certain
major defects in H. R. 6556. Before I begin, however, I wish to make
it clear that none of my comment is intended to reflect in any way
upon the Tariff Commission or any of its members. The defects of
the bill arise out of fundamental changes in procedure for negotiating
trade agreements in no way related to the particular agency concerned.

The main objections to H. R. 6556 are these: (1) the bill in effect
fixes responsibility for making changes in the United States tariffs on
the Tariff Commission, and on the Commission alone; (2) the Com-
mission is isolated from the trade-agreements organization for the
purpose of performing this function; (3) the Commission is directed
to consider only protection and to base its recommendations exclu-
sively upon the needs of particular industries for protection.

House Resolution 6556 shifts the responsibility for tariff-change
recommendations from the interdepartmental committee to the Tariff
Commission alone and directs the Commission to guarantee in effect
that the tariff modifications it recommends will not injure any do-
mestic producers. Faced with sole responsibility for making predic-
tions in matters necessarily uncertain, any agency would be extremely
cautious in its recommendations and would resolve every doubt in
favor of protection. Faced with the obligation of making formal
findings based upon the sole criterion of protection, no agency would
allow even calculated risks on behalf of the basic purposes of the
act to enter into its consideration. All sorts of pressure would, in



20 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

addition, be brought to bear upon the staff of the Commission. No
agency placed in such a position could avoid overcaution.

Niggardly action by us in our negotiations with other countries will
beget niggardly action by others and resulting agreements, if any,
would be of little value.

Mr. Chairman, just here I would like to call attention to the fact
that this procedure provided for by H. R. 6556 also has disadvantage
in that it will cause unusual delay. In order to make the necessary
investigations, the Tariff Commission would certainly require in some
cases several months in which to investigate the situation respecting
the commodities that it is intended to negotiate with other countries
on. Questions of the cost of production in this country and abroad
will undoubtedly enter into their considerations.

Senator TAFT. Somebody investigates that today, do they not?
Mr. CLAYTON. Yes, Senator Taft.
Senator TAFT. Why would the Commission take any longer than

four or five commissions?
Mr. CLAYTON. The reason is that the Tariff Commission is charged

with the sole duty of considering that question and that question only.
Senator TAFT. You mean to say your board, without the Tariff Com-

mission, does not care; they take into consideration, but even though
it does cause a threatened serious injury to domestic production, but
you think it is worth while to go ahead?

Mr. CLAYTON. No; we do not, Senator. To begin with, the judg-
ment as to whether or not an action will cause injury or may cause in-
jury to a certain industry is purely a question of judgment. There is
no scientific method by which you can arrive absolutely at a
conclusion.

Senator TAFT. I am considering the one point. You say the Tariff
Commission will take longer to do this than five commisisons that
presumably do it today.

Mr. CLAYTON. They take much longer, because the only criterion
here is the question of whether an action may cause injury to certain
industries.

The CHAIRMAN. If there is only one criterion to work on it should
take less time.

Mr. CLAYTON. No; I think it will take a much longer time, Mr.
Chairman, for the reason that all the pressures of all the investigated
interests and groups will be brought to bear on this Commission.

Senator TAFT. You mean they could fine somebody, and now they
cannot fine anybody.

Mr. CLAYTON. Oh, yes; they do. They find plenty of people be-
cause, as you know, Senator Taft, full opportunity is given every
interested party to appear before the Committee on Reciprocity
Information and to state their case.

The CHAIRMCAN. Mr. Clayton, is it not perfectly obvious it comes
to the same thing in terms of time? You give opportunity to all
interested parties to appear before the very committee that you are
mentioning. What saving of time is there whether they appear there
or whether they appear before the Tariff Commission?

Mr. CLAYTON. All the pressure, Mr. Chairman, will be brought on
the Tariff Commission, and since they are charged specifically with
designating a point in the tariff below which you must not go unless
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you are to cause injury to a certain producer, their investigations will
be much more meticulous, much more detailed. They are certain to
go into the cost of production.

The CHAIRMAN. Is that not desirable?
Mr. CLAYTON. In this country and abroad.
The CHAIRMAN. Is that not desirable'?
Mr. CLAYTON. Not in great detail, Mr. Chairman, because the his-

tory of cost of production studies by the Tariff Commission shows
that in the past when they have tried to make them, they have taken
from 2 to 4 years to find the cost of production of an article in the
United States alone, let alone in foreign countries-f rom 2 to 4 years
for some studies. The record shows that. Even then they are often-
times divided as to what the right answer is.

The CHAIRMAN. Then you have been making these trade agree-
ments without considering the cost of production.

Mr. CLAYTON. Oh, no. We have given that consideration to it,
but not meticulously and in great detail.

The CHAIRMAN. In other words, you have run your business with-
out meticulousness.

Mr. CLAYTON. Mr. Chairman, we have not run it exclusively on
the question of cost of production, because that is not a proper or
sufficient means of determining what concessions shall be.

The CHAIRMAN. I expect to question you closely as to what the
standards are later on.

Mr. CLAYTON. Yes, sir. I would like to say another word about
the cost of production while we are on the subject, though, and that
is, as a means of tariff making, the cost of production is a very poor
criterion to go by. That has been stated by no less authority than
Judge O'Brien, who was for a long time Chairman of the Tariff
Commission. It has been stated in effect by President Taft, who
considered the matter at one time, and I have quotations from both
of them here in my files.

The CHAIRMAN. The purpose is to protect the American people.
Senator TAFT. Yes; and did they not avoid that? That is why

they have used these words. I do not know whether it is a better
statement: Without causing or threatening serious injury to domestic
producers or impairing national defense. The cost of production
I suppose is a factor. But the bill admits it is not a conclusive factor
and admits in effect you cannot always find it.

Mr. CLAYTON. I think inevitably that the factor of cost of produc-
tion under this bill will come into the Tariff Commission considera-
tion very prominently, if not becoming the only factor.

Senator TAFT. It comes in now under the present bill. You must
get a general idea of the difference in cost of production.

Mr. CLAYTON. It has to be very general, Senator, for the reason
Senator TAFT. Under this act the same general determination is

required as under the present act.
Mr. CLAYTON. When you determine cost of production you have

to then determine whose cost of production you are talking about.
Senator TAFT. I am not talking about the cost of production. I

am talking about whether it does have serious injurious effect to do-
mestic production.
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Mr. CLAYTON. To find out whether it will do serious injury, you
have to take into consideration cost of production.

The CHAIRMAN. Should that not be done?
Mr. CLAYTON. Yes, but it should not be the only criterion as to

whether you are going to make a concession in a tariff. Under this
bill I think it becomes practically the only criterion. The history of
the Tariff Commission shows that cost of production findings are diffi-
cult to make. If vou will consider a moment, Mr. Chairman, you will
see why they are difficult, if not impossible, to make. When you talk
about the cost of production, whose costs are you talking about? I
have appeared before many, many committees in Congress in con-
nection with investigations of the cotton business, and I have often
been asked the question what is the cost of producing cotton. There is
no answer. The Department of Agriculture can't give it to you. No
economist or statistician can give it to you.

Are you talking about the cost of producing cotton on the hillsides
of North and South Carolina, small farms where most of the work is
hand work, or are you talking about in California or Arizona or west
Texas, where most of the work is done by mechanization and in large
operations? Are you talking about it where you depend upon rain-
fall, are you talking about it where you have irrigation, where you
are not dependent upon weather. There is no answer.

The experience of the Commission in trying to find out, for example,
the cost of producing tombstones in the United States some 20 years
ago under the act at that time where the Commission had to get this
information and advise Congress, the experience was that it took them
4 years to find out and even then they had a divided Commission on it.

The CHAIRMAN. Perhaps they should put a tombstone on fellows
who took that long.

Mr. CLAYTON. Perhaps so. Anyway, Commissioner Denney, who
issued a dissenting report from the majority report on the cost after
4 years of investigation, made the statement that it had been just about
as difficult to find the cost of producing tombstones in the United States
as it was to predict the destination of the souls that they were set up
to commemorate. It just shows you, Mr. Chairman, how difficult it is
to find the cost of production. It is difficult in this country, and if it
is difficult here, it would be practically impossible abroad.

The CHAIRMAN. You are assuming the Tariff Commission would
adopt utterly impractical procedures to achieve the direction of the
act. That is what you are assuming.

Mr. CLAYTON. No, Mr. Chairman, I am not. I am just assuming
that, charged with the single duty of protecting American producers,
they are going to try to find out what has to be done to protect them
and the most important element in that, if you can ascertain it, is cost
of production.

The CHAIRMAN. Then you are arguing that the most important ele-
ment for the protection of the American producer should be either
eliminated or slighted.

Mr. CLAYTON. No, sir; I am not. I am not arguing that at all, Mr.
Chairman. I think that it should be taken into account as near as
you can get, it without going into enormous detail for great periods of
time to try to find out something for which a satisfactory answer
does not exist.
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The CHAIRMAN. Do yoU not think the Tariff Commission would
have sense enough to avoid the extremes of which you are speaking?

Mr. CLAYTON. They didn't before, because they thought they were
operating under a mandate.

The CHAIRMAN. As Senator Taft has pointed out, there is no man-
date of that kind in this act.

Mr. CLAYTON. I think they would probably have to assume it. The
record shows that it took-I can give you instance after instance
where it took from 18 months to 2 years to find the cost of production
in the United States. For tariff-making purposes, cost of production
in the United States alone is not worth anything. You have to find it
abroad as well.

The CHAIRMAN. That is right.
Mr. CLAYTON. Then at once the question arises, cost of production

in what country abroad? It will vary in different countries. Suppose
you could find it out absolutely, you can't make tariff on that basis.
because you would have to have a different tariff for each country be-
cause the costs abroad will certainly vary by countries. You can't have
a separate tariff for each country. It is quite out of the question.

Senator LUCAS. If there is a different interpretation of what the
bill actually means, the Tariff Commission is not going to take any
chance.

Mr. CLAYTON. I don't think they will. I don't think they can af-
ford to.

The CHAIRMAN. Who can afford to take chances?
Mr. CLAYTON. Mr. Chairman, I think you have to consider first of

all whether the tariff policy today is intended to give absolute protec-
tion to all American producers under any and all circumstances or
whether it is a broad, national question that we want to consider.
We must consider the opening up of markets abroad for our surplus
agricultural and industrial production. We want to consider whether
we will ever get paid any of the principal or interest on the money
we are lending and investing abroad. We want to consider the ability
to satisfy the requirements of a fast-growing and prosperous popula-
tion in the United States. There are questions of that kind. I think
they are questions that are entitled to weight as well as the simple
question of protection of all producers.

If you are going to protect all producers, are you going to protect
the inefficient as well as the efficient ?

The CHAIRMAN. What are you folks doing about it at the present
time? What is the present view?

Mr. CLAYTON. Mr. Chairman, we take all these factors into consid-
eration and then we arrive at the best judgment and decision we can.
considering all these things. This bill says that the only thing to
consider is protection to the American producer. That is all that
is to be considered in our tariff policy.

The CHAIRMAN. Has not the President said that there would be no
injury to American industry?

Mr. CLAYTON. He has said that if it is shown that any concession
does injury to any American producer or threatens injury, there is a
way by which that producer can get redress.

The CHAIRMAN. Did he not give affirmative assurance and did not
the State Department give affirmative assurance in hearings which
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have been held on this subject that no American industry would be
injured?

Mr. CLAYTON. That is right, and we put in the escape clause to
make sure that was carried out.

The CHAIRMAN. Then I suggest, Mr. Clayton, that is an indispen-
sable factor. You have others, but that is an indispensable factor.

Mr. CLAYTON. The escape clause?
The CHAIRMAN. No; the test of injury.
Mr. CLAYTON. Yes, but Mr. Chairman, you cannot determine in

advance, nobody can do it, whether an industry is going to be injured
or not injured.

The CHAIRMAN. If you cannot determine that, Mr. Clayton, why
make an agreement? Why, after promising that no industry will be
injured, do you speculate with your promise?

Mr. CLAYTON. We don't speculate, Mr. Chairman. We put in an
absolute condition which will guarantee the performance of that
promise, which is the escape clause.

The CHAIRMAN. We will come to that. That is nothing by itself
at all, but we will come to it.

Mr. CLAYTON. Yes, sir.
Senator BUTLER. Mr. Clayton, I wonder if the reason you feel the

results are better through the operation of the interagency committee
than through the Tariff Commission is due to the fact that the inter-
agency committee operates more or less in secret while the Tariff Com-
mission operates out in the open?

Mr. CLAYTON. No, sir. The interagency committee does not operate
in secret. They have hearings at which interested parties may come
and present their case.

Senator BUTLER. If they know when the hearing is to be held.
Mr. CLAYTON. They are published in the newspapers, Senator. Any-

body who reads the newspapers can know.
The CHAIRMAN. You are talking about the preliminary panel

hearings?
Mr. CLAYTON. I refer to the Committee on Reciprocity Information.
The CHAIRMAN. The Senator is talking about the interdepartmental

committee.
Mr. CLAYTON. The hearings are held by the Interdepartmental

Committee on Reciprocity Information, which is composed of repre-
sentatives of the same departments as compose the Interdepartmental
Committee on Trade Agreements.

The CHAIRMAN. The men on the interdepartmental committee are
not the men who sit on these panels?

Mr. CLAYTON. In many cases they are, sir.
The CHAIRMAN. But not always?
Mr. CLAYTON. Not always, no.
The CHAIRMAN. So the presentation of facts that is listened to

at the panel meetings does not reflect in the interdepartmental
committee.

Mr. CLAYTON. The presentation of facts does not reflect the inter-
departmental committee? I don't understand.

The CHAIRMAN. I am saying the men who sit on the interdepart-
mental committee, if that has been correctly described, are not neces-
sarily the men who sit on the panels.
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Mr. CLAYTON. Not always. Usually they are, but not always.
The CHAIRMAN. And the interdepartmental committee, pursuing

Senator Butler's question, we might as well have these things straight-
ened out as we go along. The interdepartmental committee does not
hold public hearings.

Mr. CLAYTON. The interdepartmental committee as such does not,
as the President does not, but their instrumentality does, which is
the Committee on Reciprocity Information.

The CHAIRMAN. That is all very true.
Mr. CLAYTON. They hold a hearing, Senator, and a record is made

of the hearings, the testimony, the briefs that are filed, and all of
this information is digested and made available to the interdepart-
mental committee.

The CHAIRMAN. On every item?
Mr. CLAYTON. Yes, on every department.
The CHAIRMAN. How many items were there in the Geneva agree-

ment?
Mr. CLAYTON. About 3,000.
The CHAIRMAN. How many broken down items? There were some

forty thousand, were there not?
Mr. CLAYTON. Broken down items? I don't understand.
The CHAIRMAN. You are speaking of categories.
Mr. CLAYTON. If yOU include all the 23 countries, there were a

great many.
The CHAIRMAN. Were there not about 43,000 or something of that

kind, altogether?
Mr. WNTHROP G. BROWN (Acting Director, Office of International

Trade Policy, Department of State). Yes; if you take the concessions
made by all the countries.

The CHAIRMAN. So your interdepartmental committee had 43,000
items to consider.

Mr. CLAYTON. No, sir.
The CHAIRMAN. They did not consider those?
Mr. CLAYTON. No.
The CHAIRMAN. What did they consider?
Mr. CLAYTON. They had about 3,000 items to consider.
The CHAIRMAN. The whole range of the subject covered 43,000 and

the interdepartmental committee considered 3,000.
Mr. CLAYTON. We had only 3,000 items to consider, Senator, be-

cause there were only 3,000 items on which we would propose to give
concessions in our tariffs on imports into the United States.

The CHAIRMAN. We were giving concessions under the reciprocal
theory to get something back from all these other countries.

Mr. CLAYTON. That is right.
The CHAIRMAN. The whole thing together, all inseparable under

your own theory, amounted to 43,000 items?
Mr. CLAYTON. Not affecting the United States.
The CHAIRMAN. Does not our export into those countries, the items

on which there were concessions and so forth, total 43,000? Am I
using the right figure? I see that in some of your propaganda.

Mr. BROWN. That is correct, sir, but there were many items which
were of interest to only two or three of the other countries. In such
items the United States has no trade at all.
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The CHAIRMAN. Does not the generalization of the clauses of the ar-
rangement work all the way across the board?

Mr. BRoWN. Surely.
The ChAIRMAN. So we had 43,000 items of interest, and you con-

sidered 3,000 items.
Mr. ('LAYTON. We didn't have 43,000 items of interest to the United

States, Senator.
The CHAIRMAN. Are we not interested in world trade, Mr. Clayton?
Mr. (LAYTON. Yes: but many of those items we could not furnish

at all. We can't furnish coffee and bananas and things of that kind.
They were not of interest to us at all insofar as our exports and im-
ports were concerned.

The CHAIRMAN. Do we not make substantial concessions or reduc-
tions in relation to coffee and bananas? Do we not make bindings or
concessions or reductions, or do we not insist on certain things from
the countries which supply us with coffee and bananas?

Mr. CLAYTON. We insist upon getting concessions from them.
The CHAIRMAN. Of course.
Mr. CLAYTON. In our exports to them.
The CHAIRMAN. If not, you have no reciprocal trade.
Mr. CLAYTON. Certainly.
The CHAIRMAN. So we are interested in the whole field of trade.
Mr. CLAYTON. We are interested in the whole field of world trade,

of course, Senator, but the point I am making is that there were not
43,000 items, in the Geneva agreement, which directly affected our
imports and exports into and out of the United States.

The CHAIRMAN. The Tariff Commission gave you information on
all the 3,000 items?

Mr. CLAYTON. Yes, sir.
The CHAIRMAN. And each of the 3,000 items was considered by

each of the members of the interdepartmental committee?
Mr. CLAYTON. Yes, sir.
The CHAIRMAN. Now, Mr. Clayton, will you bring the minute book

of the interdepartmental committee here this afternoon, which will
show the record of their proceedings?

Mr. CLAYTON. If they have a minute book, Senator.
The CHAIRMAN. They are not doing this kind of business without

a record, are they?
Mr. CLAYTON. No, sir; they have a complete record.
The CHAIRMAN. Let us have the record, the minute book, that will

show what came before the interdepartmental committee, what con-
sideration was given to each item, and so forth.

Mr. CLAYTON. I will be glad to take that request under consideration,
Senator.

The CHAIRMAN. It ought to be quickly and readily available. If
something of that kind is not avail-able, that is a very significant
factor as far as protecting the country is concerned.

Mr. CLAYTON. I will be glad to take that under consideration, Mr.
Chairman.

(A letter in reference to the above will be found on p. 55.)
I would like to finish this statement.
Other agencies with their special responsibilities for the interests

of agriculture, labor, export industries, national security, and over-all
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foreign economic policy are, in effect, disfranchised by H. R. 6556
from participation in rate recommendations.

The CHAIRMAN. Would you prefer, Mr. Clayton, to go into your
exact standards that you use later, after you finish your statement ?

Mr. CLAYTON. I would, sir.
Matters within their jurisdiction would be excluded from considera-

tion so that they could no longer assume their proper responsibilities.
Senator TAFT. I do not agree with that. They have the same re-

sponsibilities. The only thing is you cannot override their recom-
mendations. Their recommendations cannot override serious injury
to American industry; that is all. Their recommendations are the
same. They can make the same recommendations. They can empha-
size to the President their various considerations. There is only
one thing: This says they cannot override a finding, which we pre-
sume is correct, but it will seriously injure American producers.
That is the only question. They are not disfranchised.

Mr. CLAYTON. Excuse me, Senator Taft. I insist that they are,
because they have no vote.

Senator TAFT. They haven't a vote on that particular question. If
that finding of fact is made, they cannot override it, but they can
make all the recommendations they want as to whether it should
come down to that very point. It is serious injury, mind you. It
is not just injury to American producers. it is serious injury.
Somebody makes that finding of fact. It is only said that a lot of
people who are interested in export trade and are naturally preju-
diced against the situation cannot make a finding that you can go
ahead with a rate reduction regardless of injury to the American
producer. That is the only result of this situation.

Mr. CLAYTON. Excuse me Senator. Today each one of these agen-
cies has a vote as to what the recommendation to the President slall
be. Under H. R. 6556 they are disfranchised from any vote whatso-
ever.

Senator TAFT. Oh, no. There is no disfranchisement. They
make the recommendations such as they do now.

Mr. CLAYTON. But they make it to the Tariff Commission.
Senator TAFT. There is no vote anyway. The President's discre-

tion under the present law is final and complete. There is no vote by
anybody.

Mr. CLAYTON. Yes, there is.
Senator TAFT. They all can vote one way and the President decide

another way.
Mr. CLAYTON. I beg your pardon, Senator. The vote is taken by

the interdepartmental trade agreements committee as to what the
recommendation of the committee to the President shall be.

Senator TAFT. There is nothing in the law that says he has to
follow it.

Mr. CLAYTON. There is nothing in the law, of course, that says he
has to follow it. Each one of these departments does have a vote in
what the recommendation of the committee to the President shall be.
Under H. R. 6556 every department in the Government except the
Tariff Commission is deprived of that right.

Senator TAFT. They have no vote today. That is just your ar-
rangement. In the second place, all they have is a recommendation.

76984-48----3
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They have the recommendation still only with the one exception; they
* cannot override a finding of fact by the Tariff Commission that this

will do serious damage to American producers. That is all. It is a
question of who decides it.

Mr. CLAYTON. The whole procedure, Senator Taft, is outlined in
the Executive order of February 25, 1947, and is an official thing.
While it is not in a statute, it is carried by the Executive order of the
President and binds the President and the administration. In that
procedure each one of these departments has a vote as to what the
recommendations on the basis of the record and the findings shall
be to the President. Under H. R. 6556 they no longer have that
vote.

The CHAIRMAN. Let us take the bill as it came from the House and
without any indication or viewpoint as far as I am concerned as to
whether I favor it or do not favor it. If the Tariff Commission went
ahead under the procedures prescribed here, the President still under
Executive order could maintain this interdepartmental committee and
could continue to abide by its advice. If he did not accept the Tariff
Commission's advice, it could come to Congress for review. Is that
not right?

Mr. CLAYTON. Yes, sir. If he wants to override the Tariff Commis-
sion and submit it to Congress and let Congress decide whether the
President or the Tariff Commission is right-

Senator TAFT. On the narrow point as to whether anybody is being
disfranchised, the President by Executive order could still continue
the voice of each one of these departments in an advisory council as
to whether he should or should not accept the advice of the Tariff
Commission. Is that not correct?

Mr. CLAYTON. And then submit the matter to Congress and let the
Congress decide. That is right.

Senator TAFT. If he decided to accept it.
Mr. CLAYTON. That is right.
Senator TAFT. So there is no necessary disfranchisement in it at all.
Mr. CLAYTON. I think as a matter of fact there is disenfranchise-

ment.
Senator TAFT. Not unless as a matter of practice the President will

not put his signature on the proper Executive order.
Mr. CLAYTON. I think the intent of this bill is that whatever the

Tariff Commission decides shall be law, and that that is the intent.
While the President has the legal right to override it and submit it
to Congress, the Congress will look at the matter and seeing that the
Tariff Commission has decided so and so, will decide in favor of the
Tariff Commission.

Senator TAFT. Mr. Clayton, under this bill-let me say right now
I am in favor of dropping out the congressional review, assuming
that other things can be done in other parts of the bill-but under
this bill as it comes to us, the very purpose of the congressional review
is to give the President flexibility so that he does not have to abide by
the opinion of the Tariff Commission.

Mr. CLAYTON. Yes.
Senator TAFT. But if he does that then he brings it to Congress.
Mr. CLAYT o. Yes; and you put the President into conflict with

one of the agencies of the Government, the Tariff Commission, and
submit it to Congress to let Congress decide which is right.
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Senator TAr. Mr. Clayton, the Congress has constitutional and
exclusive authority if it wishes to exercise it, over this subject matter.

Mr. CLAYTON. That is right, if they wish to exercise it, just as they
have over freight rates.

I am advised that the agencies in question feel, and I share their
feeling, that they must retain the right adequately to protect the
interests within their special jurisdiction and are writing to this com-
mittee to make known their views on this point.

(Letters from two of the agencies appear beginning on p. 57;
letters from the remaining agencies will be on p. 102.)

This disfranchisement would not be accompanied by greater but by
more limited participation of the Tariff Commission in the making of
trade agreements. The Commission would be removed from the Trade
Agreements Committee, where it now performs unique and extremely
valuable services. In performing the one function assigned to it by
I. R: 6556, namely fixing rates to be recommended, the commission's
only mandate would be to consider protection to domestic producers to
the exclusion of other very important factors such as the compelling
need to increase imports if we are to retain foreign markets for our
surplus agricultural and industrial production and get paid for them,
the necessity to expand imports if we are ever to collect any part of
the vast sums we are lending and investing abroad.

The CHAIRMAN. Should we suffer serious injury to any domestic in-
dustry in order to increase imports, to retain foreign markets, for
agricultural or any other kind of production? Should we abandon
the test of serious injury to any industry in'order to collect the vast
sums "which we are lending and investing abroad"?

Mr. CLAYTON. Any part, I say, of the vast sums.
The CHAIRMAN. What I am driving at, Mr. Clayton, is do you claim

under this law and under the Presiaent's assurance of no injury to
domestic industry, that you have the right to abandon that test if you
think it will help us sell surplus crops abroad, or surplus machinery
abroad, or if it will help us collect some money from somebody abroad?

Mr. CLAYTON. No; I don't advise abandoning the test at all, but
what I do advise is abandoning the exclusion of everything else from
the test.

The CHAIRMAN. Would you then mitigate the test or weaken the test
to accomplish any of those purposes?

Mr. CLAYTON. I would do this, Senator Millikin: I would take into
consideration the injury that might come to American producers of
wheat, of cotton, and tobacco, and the producers of many industrial
products in this country if they should lose their foreign markets. If
you want to purchase protection in this country, you will destory the
markets of those concerns abroad, and I think that those industries
are as much entitled to consideration for their plant and investment
and their labor as are the industries that depend upon protection
against foreign competition.

The CHAIRMAN. Mr. Clayton, first, there is quite a little complaint
among some of those industries you are talking about as to your recip-
rocal trade agreements, but passing that, I am driving solely to your
test. What you have said now is that you are willing to injure
seriously one industry of the United States in order to avoid serious
injury to another industry of the United States.



30 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

Mr. CLAYTON. Excuse me, Senator. I did not say that.
Senator TAFT. Mr. Clayton, that is the inevitable result of your

claim. You have not gotten away from the question of Tariff Com-
mission. You are saying there shall be no such standards. You want
the power, somebody to have the power to say although this will de-
stroy an American industry, we think it is worth while. That is a per-
fectly possible position. That is the position of the free trader, and
I think of yourself. You are asking now. You have gotten away
from the Tariff Commission. You are saying now we want the power
if we think American foreign exports are important, to destroy an
American industry.

Mr. CLAYTON. Excuse me, Senator.
Senator TAFT. Absolutely, Mr. Clayton. There is no answer to that.

That is your position in this case. There cannot be any other.
Mr. CLAYTON. I think I know my position, with all due respect to

you, better than you know it, and that is not my position.
The CHAIRMAN. May I read your words, Mr. Clayton. I quote; you

are complaining about the Commission's authority in this bill.
Mr. CLAYTON. That is right.
The CHAIRM1AN (reading) :
The Commission's only mandate would be to consider protection to domestic

producers to the exclusion of other very important factors such as the compelling
need to increase imports if we are to retain foreign markets for our surplus
agricultural and industrial production and get paid for them, the necessity to
expand imports if we are ever to collect any part of the vast gums we are lending
and investing abroad.

Mr. CLAYTON. That is right.
The CHAIRMAN. Mr. Clayton, you tell us what that means if it does

not mean that in some cases you would permit serious injury to one
domestic industry in order, as I think you put it a little while ago,
to avoid serious injury to another.

Mr. CLAYTON. No, sir; it does not mean that, Mr. Chairman.
The CHAIRMAN. Then what is the effect of your remarks on the test

of domestic injury?
Mr. CLAYTON. The effect of my remarks is this: That I would not

set up as the sole criterion for making decisions in this matter, the
question as to whether an American producer might or might not be
injured. There is no living body in the world that can determine in
advance whether a certain action in the reduction of a tariff will or
will not injure an American producer. There is nobody who can tell
that. There is no man, there is nobody who can tell it. You may have
opinions about it, but that is all you have got. My point simply is this,
that in order to accomplish certain purposes which I have named, you
may have to take some calculated risk. You will not know until you
determine by actual practice whether an American industry will be
injured or not. If you want to use a level of tariff which will guarantee
that no American industry will be injured in any way, make the tariff
two or three hundred percent of cost. Then you can be sure. Let me
give you an example. You are interested in coppers and metals. I
know some copper mines in Michigan that we opened up during the
war where today it probably would cost 30 cents a pound to produce
copper. They have copper in the ground there, and they can produce
it. What would the Tariff Commission have to say, for example, if
these gentlemen, the owners of the mines, came before you and said,
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"Look here, the world price of copper today is 211/ cents; we have cop-
per in the United States and you are buying it abroad. Let us open up
these mines and put people to work in these mines and get the copper
out of our own country. It will take 10 cents a pound tariff to do it,
but we are entitled to that. Otherwise, we are injured. Our invest-
ments destroyed."

That just shows you to what ridiculous length, Mr. Chairman, this
thing might go.

The CHAIR-MAN. I am simply trying to find out what your theory
of the thing is; not what someone else's theory is.

Mr. CLA TON. Right.
The CHAIRMAN. You, as you said a while ago, should know that

better than anybody else.
Mr. CLAYTON. I think I should.
The CHAIRMAN. The State Department and the President has as-

sured domestic industry against injury as a result of these agreements.
You are changing that under your latest statements here, that we

shall assure American industry against injury except as to certain
calculated risks.

Mr. CLAYTON. No, sir. The only possible way that we can insure,
that the Government can insure, that the administration can insure
domestic producers they would not, be injured by action taken under
the Reciprocal Trade Agreements Act is through the operation of the
escape clause, unless you want to say we are going to make tariffs two
or three or four hundred percent of the value of the. commodity.

The CHAIR-MAN. Then you would take the calculated risk. This is a
very important question because we are going to come to the escape
clause. You would take the calculated risk and look to the escape
clause for protection of American industry.

Mr. CLAYTON. Yes. That is the only way you can do it, Mr. Chair-
man. That is the only way you can do it unless you want to have
exorbitant tariffs.

The CHAIRMAN. That is another way of saying you would off -the-
cuff these things and look to the escape clause to pull you out of a hole
if you got into one.

Mr. CLAYTON. No, sir; we do not do it that way.
The CHAIRMAN. Let us get to the escape clause. Let us suppose

that injury exists or is threatened. Now tell us about the operation of
the escape clause.

Mr. CLAYTON. The threatened producer can go to the Tariff Com-
mission and ask for a hearing. The Tariff Commission is obligated
to give the hearing. The producer comes before the Commission and
states his case. He is supposed to have some direct evidence at that
time which will lead to a conclusion. If the Tariff Commission
finds-

Sonator TArT. If he shows what will be closed down, you mean.
Mr. CLAYTON . No; I don't mean that, Senator. He doesn't have to

be closed down.
Senator TAr. You said direct evidence. Which seems to be some-

thing more than affecting the production.
Mr. CLAYTON. Imports might have so greatly increased under the

reduction in the tariff that he can show that the trend is in the direc-
tion of serious injury. If he can make-
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The CHAIRMAN. Whatever showing he can make to that effect,
presumably he would be permitted to make it, would he not?

Mr. CLAYTON. Yes, he is permitted to make it.
Senator TAFT. Of course.
Mr. CLAYTON. And the Coimnission makes a finding on the basis

of that investigation and submits that finding to the President. If
that finding is to the effect that this producer has made out a valid
case and he is being injured or is seriously threatened with injury,
the President may give relief by withdrawing in part or in whole
the concession which has been made.

The CIIAIRIAN. Then what happens so far as the other countries
are concerned, the other countries who have joined your Geneva
agreements?Mr. CL YTON. We have the right to do that unilaterally if we wish.
We would I think in most cases do it after consultation with the
other signatories to the agreement.

The CHAIRMAN. Mr. Clayton, may not those who joined your
Geneva agreements make compensating escapes?

Mr. CLAYTON. Certainly.
The CHAIRMIAN. Let us see how practical this thing is. The widget

business in this country is about to be destroyed, and the President
decides that the widget business should be protected, so he goes through
the formalities of an escape. The President has to sit there and
you will be sitting there and everybody else will be sitting there and
saying to himself what compensating escapes will the other fellow
take. You have no way of knowing in advance what compensating
escapes he will take. Therefore, the overwhelming weight is against
taking an escape, because you do not know the repercussions that you
would set into motion.

Mr. CLAYTON. I just don't agree with you, Mr. Chairman. If un-
der the Executive order of February 25, 1947, an American producer
makes out a good case for his complaint that he is being injured or
is threatened with serious injury and the Tariff Commission could
so find, I think the President must give relief, regardless of what
may happen in the agreement.

The CHAIRMAN. I suggest, Mr. Clayton, if I may use the expres-
sion, you are double-crossing all the rest of your argument, because
the President cannot anticipate the other injuries that would occur
in this country because of the other countries taking their own com-
pensating escapes.

Mr. CLAYTON. No, he can't anticipate that.
The CHAIRMAN. Then should he blindly, ank he necessarily would

have to do it blindly, because he cannot anticipate what the other
fellow's escapes would be-should he blindly on the showing of one
injury possibly injure a dozen others through the operation of compen-
sating escapes?

Mr. CLAYTON. Senator Millikin, to begin with, I think the natural
procedure would be to consult the other country and work out a mu-
tually satisfactory basis for a change in the agreement, but if that
is not done

The CHAIRMAN. How long would that take you?
Mr. CLAYTON. If that is not done, if there is not sufficient time to

do that, then the President would have to act, I think, in the spirit of
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his Executive order, in the exact words of the Executive order, and I
think he would have to give relief. I don't think there is any other
construction that can be made on it.

The CHAIRMAN. Mr. Clayton, as a businessman, you know that
these injuries, if they are occurring or threaten to occur, occur very
rapidly. After the time you have consulted with all the other coun-
tries which are parties to the reciprocal agreements as to what kind of
escape they would take if we took an escape, the business is not injured,
it is dead by the time you get through with that injury. So I come back
to my point, that I respectfully suggest that your escape-clause proce-
dure gives no assurance of protection at all because the whole weight
is against taking the escape, because the consequences cannot be fore-
seen.

Mr. CLAYTON. I don't agree with you, Senator. As for the time
element in the negotiations, if any considerable time should be re-
quired in the negotiations and if during that time the complaining
producer in the United States were being very seriously injured, I
don't think the negotiation would take place. I think that the Presi-
dent would act under the escape clause unilaterally, as he has the
right to do.

The President in several cases has taken action.
The CHAIRMAN. Mr. Clayton, you would just be reversing what you

were talking about awhile ago. Awhile ago you said, as I interpreted
it-I think there was some difference in interpretation. Awhile ago

ou said we might have to injure this one to keep from injuring the
surplus of agriculture or manufacturing.

Mr. CLAYTON. Excuse me. I did not say that, Senator.
The CHAIRMAN. I suggest that is the effect of what you said.
Mr. CLAYTON. I didn't say that, Senator.
The CHAIRMAN. You keep your reservations on what I am saying.

I am not trying to take any of them away from you. Now you are
saying that to protect one industry the other countries through their
compensating escapes might injure a dozen of our industries.

Mr. CLAYTON. You injure them only to the extent that they had
been benefited by the Reciprocal Trade Agreements Act. They could
not do any more than that.

The CHAIRMAN. Of course. That is their consideration.
Mr. CLAYTON. That is right.
The CHAIRMAN. They get benefits out of it because they have given

benefits.
Mr. CLAYTON. Yes. Then we might in that case have to renegotiate

the whole agreement.
The CHAIRMAN. Yes.
Mr. CLAYTON. The point is, Senator, and I get back to it and I con-

tend that I am right, that under this Executive order of February 25,
1947, relief has to be given and will be given to an American producer
who makes out a good case.

The CHAIRMAN. Regardless of what the repercussions might be?
Mr. CLAYTON. Yes, sir; I think it will.
The CHAIRMAN. Then I suggest it is a very bad policy.
Senator LUCAS. What would happen to the so-called ouija industry

-in the way of retaliation from another country if you displaced a com-
plete tariff rate that protected this country to the point they could not
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ship anything at all? There would be some retaliation from the other
country, I take it, if we had a tariff system of that kind. It happened
in the old days.

Mr. CLAYTON. Certainly. We had that happen all the time. That
was the history of course of our tariff policy after World War I. And
the following the enactment of the Smoot-Hawley bill, 32 countries in
the world took retaliatory action against us.

Senator GEORGE. Has the President exercised the escape clause, the
mechanism of the escape clause, in any particular instance?

Mr. CLAYToN. Yes, sir.
Senator GEORGE. Do you recall any?
Mr. CLAYTON. Not this particular escape clause, Senator George,

because this had just gone into effect, but in another escape clause
not so comprehensive as this one, in connection with the importation of
linen fire hose, the President canceled a concession. He canceled a
concession because the importations were taking place from countries
that got the benefit of the lower tariff through the operation of the
most-favored-nation* principle. They were not the countries with
whom we made the agreement. As that was something that had not
been anticipated, the concession was canceled in that case.

This present very comprehensive escape clause was included first
in the Mexican agreement and then in the general agreement which
was negotiated at Geneva last year. That was the only one that was
negotiated subsequent to the issuance of the Executive order of last
year providing for the escape clause, and there has not been time yet to
test or to use it under the general agreement at Geneva.

Senator TAFT. May I ask you one question: Mr. Clayton, would you
object to a clause, leaving out the Tariff Commission thing, simply
saying the President shall not make any reduction which causes or
threatens serious injury to domestic producers for lack of similar
articles?

Mr. CLAYTON. I would, Senator Taft. For the same reason that I
object to it in this bill.

Senator TAFT. Even though we leave it to the President to make
that finding instead of the Tariff Commission?

Mr. CLAYTON. He has to make that. Under the present procedure
that, is certainly taken into consideration.

Senator TAFT. I know it is taken into consideration. I am saying
whether we shall definitely lay down a standard saying no tariff shall
be reduced below a point, I would say domestic industry rather than
domestic producers, without causing or threatening serious injury.
You think the President should have power even though it causes or
threatens serious injury to domestic producers to go ahead and make
a reduction because of other considerations. Is that right? Is that
your position?

Mr. CLAYTON. No, sir; that is not my position.
Senator TAFT. That is the answer you just made.
Mr. CLAYTON. No, sir. I said I was not in favor of putting that

into the law, and the reason I am not in favor of doing it is that there
is nobody, the President cannot determine, and there is nobody living,
no body of men, no single individual, who can determine in advance
whether a certain action is going to cause injury to an American pro-
ducer. It is impossible.
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Senator TAFT. On this theory we ought to repeal all tariff laws, be-
cause we put them on the theory we do know that if they are not
fair, they will do serious injury. That is the only reason we have
any tariff at all.

Mr. CLAYTON. But they may not be high enough, Senator, or they
may be much too high for that purpose. That is my point. There
is nobody who can tell just the exact point at which you can go without
causing serious injury.

Senator TAFr. Of course there is no exact point. It is a question
of judgment.

Mr. CLAYTON. This bill attempts to require the Commission to find
such a point.

Senator TAFt. You have to say "Yes" or "No," surely, so the Presi-
dent will have to say "Yes" or "No." He does it today and you do.
Certainly you cannot determine the exact spot, but he either does or
does not do serious injury auad the question I was asking was whether
you think that is something that ought to be a final determination.
You say "No." There are other considerations.

Are you willing to write any standard into a tariff law for the
use of the executive department? The Tariff Commission or any-
body else. Are you willing that we write in any standard upon which
tariffs shall be determined or not?

Mr. CLAYTON. I don't think you should write in a standard that
you are going to fix a tariff that you know is going to protect domestic
industry.

Senator TAFrt. What other standards? Are you willing to write
any standards? My objection to the whole law, frankly, is that I have
a constitutional objection, if you can call it that, to our simply saying
to the President, here, you do as you choose. You set up your Execu-
tive orders. You make your standards. You make any decision
you want. I think we have the constitutional obligation to write a
standard, and I would like to know what that standard ought to be.
Do you think there is such a standard that can be written?

Mr. CLAYTON. I don't think it can be written in terms of absolute
protection such as this bill is drawn.

Senator TAFr. Absolute protection? This is not absolute protection.
This is a very mild thing. Do serious injury. You can well say that
it is not a difference in the cost of production, that they can well
stand the importation of goods produced abroad at a somewhat lower
cost without serious injury. This is a very mild standard. You may
say it is impractical. Then I would like to know a better one.

Mr. CLAYTON. If you must fix a minimum rate, Senator Taft, below
which you must not go, otherwise you will do serious injury, what you
are saying is that you are going to fix a rate here which will give the
domestic producer protection against foreign competition. That is
what you are saying.

Senator TAFr. To some extent on some principle, yes. That is the
only object of having any tariffs at all.

Mr. CLAYTON. That is right.
Senator TAFr. On your theory, if you do not want that, take off all

tariffs.
Mr. CLAYTON. No, sir; that is not my theory at all. I am not here

arguing for free trade.
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Senator TAFT. The only reason we have a tariff of so much on, we
will say sugar or wool, is that we have found, or somebody has found,
that if you make it any lower than that, it will do serious injury to
an American industry.

Mr. CLAYTON. You find-
Senator TAFT. Maybe we made the wrong findings, but that is the

only justification for having a tariff.
Mr. CLAYTON. You generally find out definitely by experience, and

no other way. You can't know in advance, unless you want just to
say the sky is the limit and we are going to put it so high that we
know we are right.

Senator TAFT. Surely Congress has the constitutional duty to write
a standard by which tariffs should be determined, and I would like to
know what you think that standard ought to be.

Mr. CLAYTON. I cannot agree with the standard set forth in the
bill.

Senator TAFT. You referred just now to freight rates. We write
a standard for the Interstate Commerce Commission. We say the
rates must be such as to produce 5 percent, or 512 percent on the
invested capital.

Mr. CLAYTON. Yes.
Senator TAFT. That gives them a standard.
It seems to me that if we are going to do our duty as legislators

here, we have to write a standard by which the President shall be
bound in making these reductions.

Mr. CLAYTON. As to freight rates, Senator Taft, you probably re-
call that we tried at one time a standard of reproduction cost of the
railway plant of the country, and it took about 10 or 12 years for
the Interstate Commerce Commission to determine what that was,
and when they got through it was no good because it was so old they
had to start over again.

The CHAMMAN. Mr. Clayton, you put your complete reliance, then,
on the escape clause and you leave the Tariff Commission to find
the facts as to whether or not an escape should be taken.

If it takes as long prior to making an agreement as you have said
it would take for the Tariff Commission to come up with this informa-
tion why would it not take as long after the agreement is made and
when the'escape clause was up?

Mr. CLAYTON. For the reason that after the agreement is made and
when the escape clause comes into use, presumably the complaining
producer has some facts, and not just theory or prediction as to what
may or may not happen under certain conditions.

The CHAIRMAN. I suggest to you that he would also have facts if
he knew at these preliminary hearings what the goal was that was
being shot at.

Mr. CLAYTON. That is impossible to tell him, Senator Millikin, be-
cause we cannot inform the public generally as to the basis of our
negotiations with somebody before we start the negotiation.

The CHAIRMAN. I suggest that the delaying factor is just as great
at one end of the business as it is at the other.

Mr. CLAYTON. I do not think so. I am sorry I can't agree with you.
Because under the escape clause the complaining producer presumably
has some facts, some records of the imports and of the prices at
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which they are selling and of the injury that is being done to him.
It should not take long to present those facts. When you are trying
in advance to say that a commission like the Tariff Commission must
fix a minimum limit below which you can't go because if you do that
is going to injure Tom, Dick, or Harry. Who knows whether it is
going to injure him or not? Nobody knows.

The CHAIRMAN. Mr. Clayton, the burden of that argument and of
a number of others you have made is that this whole thing must be on
a speculative basis.

Mr. CLAYTON. No, sir; I beg your pardon, it is not. My argument
is that we should not have this one single criterion for negotiation that
is named in H. R. 6556.

The CHAIRMAN. You have said in response to questions by Senator
Taft that you would have no standard. You say that is impractical.

Mr. CLAYTON. I would not have this standard.
The CHAIRMAN. You would not have the standard of injury because

you say that cannot be anticipated.
Mr. CLAYTON. It cannot be determined.
The CHAIRMAN. It cannot be determined. Then what is there in

your operational plans that can give assurance of protection against
injury? If you don't have it, then I suggest you are leaving the
whole thing to speculation.

Mr. CLAYTON. No, sir; I don't think we are leaving it to specula-
tion, because we go into the matter with extreme care, Senator Milli-
kin. We have these hearings, interested parties come and present
their written briefs, they come and give oral testimony, all the in-
formation that the Tariff Commission and other agencies have about
imports -and exports and international trade generally is at our dis-
posal. All of these matters are brought together and put together
on the table and are considered by the interdepartmental trade agree-
ments committee, and they act.

The CHAIRMAN. But, ir. Clayton, they are operating against a
third dimension. They do not know what you are going to do in
these trade agreements.

Mr. CLAYTON. I beg your pardon. Who doesn't know?
The CHAIRMAN. The producer who appears before the panel.
Mr. CLAYTON. He doesn't have to know to present his case. He

can say this: "Today I have protection of 40 percent. If you reduce
that below 25 percent you are going to hurt me."

He doesn't have to know what you are considering doing. We
don't know at the time we are hearing him. We don't know what
we are going to do. We don't even know, Senator, until we get
through with the agreement because what we do in the matter of
reducing the import tariff depends on what the other party across
the table is willing to do in the reduction of his tariffs on our goods.
So we don't know until we really have finished the agreement.

The CHAIRMAN. I do wish, Mr. Clayton, you would eliminate the
"don't know" of your procedures and buttress up your argument of
what you do know. I suggest that the whole burden of your testi-
mony so far is that you do not know what you are doing.

Mr. CLAYTON. Senator, with all due respect, I take exception to
that because we do know what we are doing, and nothing that I have
said here, I think, should give you the impression that we are acting
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in the dark and that we don't know what we are doing. I have tried
to describe the procedure. It is a very serious, very carefully made
investigation, and all the factors involved are taken into account.
We don't just have some casual hearings and take the thing and make
up our minds regardless of the testimony. We have a very grave
responsibility. There I submit to you that we have met that respon-
sibility up to this time without injury to any single producer in 14
years' time. I think that is a record of which we have reason to be
proud. I don't think it is a record that would substantiate your
statement that we are operating in the dark and not knowing what
we are doing.

The CHAIRMAN. Of course, Mr. Clayton, you would be the first to
recognize that we have been operating in completely abnormal con-
ditions during the existence of the trade agreements.

Mr. CLAYTON. Senator Millikin. we will probably have abnormal
conditions for the rest of your lifetime and mine. I don't see any
normal conditions ahead at any time soon. Those conditions are go-
ing to be so abnormal that the productive facilities of the world'will
hardly be equal to furnishing the people the goods that they require
at reasonable prices, that they require and are able to buy. There will
be some exceptions, but by and large we are going to have a period
for a long time now, I think, when it will be extremely difficult for
the productive facilities of the world to furnish the fast-growing
population, not only in this country, but in the rest of the world, with
the goods that it needs.

The CHAIRMAN. Then under your theory it will be a long time to
come before there is a real test of whether reciprocal trade agree-
ments will or will not injure domestic industry.

Mr. CLAYTON. -I think we are having a test today. You speak of
abnormal conditions. Perhaps what you have reference is that we
have not got back to normal production in the world. I would just
like to call your attention to the fact that in Europe, if you leave out
Germany and Russia, industrial production is now up to prewar
levels, up to 1938-39 levels, and is fast climbing above it. It is above
it in England, and it is very fast getting above in the other countries.

The CHAIRMAN. Until the time comes, Mr. Clayton, that you have
or approach balance of supply with demand in each of these countries,
how can you test the wisdom of what has been done?

Mr. CLAYTON. Perhaps you can't.
The CHAIRMAN. Then that is another way of saying you cannot

justify the wisdom of what has been done.
Mr. CLAYTON. I think we can.
The CHAIRMAN. You say in one breath we will have to wait until

we reach this balance of supply and demand in each of these coun-
tries to determine the real effect. You admit that that is not the
present situation. But you say that still you can demonstrate it at
the present time.

Mr. CLAYTON. I think the record shows, Senator Millikin, that no-
body has been hurt, and we had 4 years or 5 years of operation under
the Trade Agreements Act prior to 'World War II. It was in a period
when production in many cases greatly exceeded requirements. Sup-
ply and demand was out of balance on the supply side, and nobody
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was able to show that they were injured there, and nobody has been
able to show since.

The CHAIRMAN. That is not exactly my point. You cannot show
injury at the present time because of the condition of the world affairs.

Mr. CLAYTON. Yes; but we had 5 years, prior to the war, of opera-
tion.

The CIIAIRMAN. You had a very abnormal condition then.
Mr. CLAYTON. Abnormal in the sense that supply in most cases ex-

ceeded demand. You had an unbalanced situation on the supply
side.

The CHAIRMAN. Yes.
Mr. CLAYTON. Still nobody was able to show injury from the opera-

tion of the reciprocal trade agreements program.
The CHAIRMEAN. What was the extent of the agreements at that

time?
Mr. CLAYTON. We had several. I can't tell you the exact number,

but we started in 1934 making them, and we had several agreements in
effect prior to orld War II.

The CHAIRMAN. I am merely suggesting, Mr. Clayton, that you have
to put some qualification on your statement that no one has been in-
jured when you are in a period when anyone will take anything they
get on the import side and where you are in a period where the pro-
ductive facilities of 90 percent of the world are badly stricken.

Mr. CLAYTON. As to that last statement, Senator, I can only repeat
that the productive facilities of Europe, with the exception of Ger-
many and Russia, are now turning out as much goods as they did
before the war.

The CHAIRMAN. They are completely occupied in trying to restore
obsolescence, are they not?

Mr. CLAYTON. They are producing as much as before the war.
The CHAIRMAN. Yes; but they are completely occupied, so far as

the output is concerned, in satisfying their domestic need.
Mr. CLAYTON. Not completely, no sir; except where
The CHAIR-IMAN. Except where we, one way or another, are financing

exportation.
Mr. CLAYTON. No, sir. We imported last year in the United States

alone $8,000,000,000 of goods and services and a great deal of it came
from Europe.

The CHAIRMAN. That is right, and there was no impingement upon
our economy because we had a great shortage condition here.

Mr. CLAYTON. That is right, in most cases.
The CHAIRMAN. Of course. The same thing is true of the rest of

the world.
Mr. CLAYTON. Yes.
The CHAIRMAN. So you have a completely abnormal condition in

which you can't measure what the effect of your agreements would be.
Mr. CLAYTON. I admitted it once, Senator Millikin, that we have

an abnormal condition now. Of course we have. But it doesn't
arise from underproduction. It doesn't come from underproduction,
here or in Europe. We are producing in this country 79 to 80 percent
more industrial goods by volume than we did before the war.

The CHAIRMAN. Mr. Clayton, why is the world taking our goods?
Mr. CLAYTON. I beg your pardon?
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The CHAIRMAN. Why is the world taking our goods, any goods we
can ship abroad?

Mr. CLAYTON. In agriculture, Senator Millikin, Europe is still much
below prewar.

The CHAIRMAN. Exactly.
Mr. CLAYTON. And they need food and they need raw materials of

all kinds.
The CHAIRMAN. They need everything else we are shipping, do they

not
Mr. CLAYTON. Yes, sir.
The CHAIRMAN. Of course. We are in position because of our

shortage in supply market to take anything they can send us.
Mr. CLAYTON. Yes; that is right.
The CHAIRMAN. Then how can you test the wisdom of our reciprocal

trade agreements?
Mr. CLAYTON. As I say, we had some test before the war. I admit

freely that the condition is abnormal, but I added, and I wish to
reiterate, that I think it will be abnormal for a long time to come.

The CHAIRMAN. I devoutly hope you have made wise trade agree-
ments. I devoutly hope that, but I do not think you can demonstrate
that.

Mr. CLAYTON. I think we have.
The CHAIRMAN. Until we get to the time that we really commence

to balance supply with demand, not only here but elsewhere.
Mr. CLAYTON. I think we have made wise trades, and I think we

must not overlook the f act-
The CHAIRMAN. If you have not, if you have sacrificed the proper

safeguarding of domestic industry, when this thing really gets to
working, when the world commences to bring its supply into balance
with demand, you will have subjected this country to the greatest
cataclysm that ever befell it.

Mr. CLAYTON. On that I respectfully disagree.
The CHAIRMAN. Oh, that certainly will happen if you have made

bad judgment, will it not?
Mr. CLAYTON. No. I think that movement into action promptly

under the escape clause to correct any bad judgment that has been
made and prompt action will be taken. I don't think you can con-
template for a moment, Senator Millikin, that the President of the
United States in the face of something that you described as a pos-
sible cataclysm, would not take prompt action to give relief to any
industry that was adversely affected.

The CHAIRMAN. If that time should come-let us hope it does not
come-when experience shows that your agreements are bad, we will
have to take our escapes, and all over the world you will have
compensating escapes, and you will have thrown wbrld trade into
demoralization.

Mr. CLAYTON. Not nearly the demoralization it was in in the sum-
mer of 1930 on up to about 1936 or 1937 because of the Smoot-Hawley
tariff bill.

The CHAIRMAN. I think, Mr. Clayton, you cannot make that stick.
I would just love to debate that with you.

Mr. CLAYTON. I would love it, too.
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The CHAIRMAN. You had the same sickness in the world then re-
sulting from World War I that you have in the world now, and
every country was put in a position where it had to protect itself
just as every country is in that position now. You have no country
in this world today that has not got import duties, that has not
quotas, that has not got exchange controls, for the simple reason it
must protect itself while getting out of the sickness of World War II
and the carry-over from World War I.

Mr. CLAYTON. Senator Millikin, I take it you don't want to debate
the question now. I would love to do it somewhere else.

The CHAIRMAN. Let us go to the Town Meeting of the Air.
Mr. CLAYTON. I would just like to make this comment to you or

statement to you, and that is that most of the protection that was
taken following World War I was only taken after we raised our
tariff three times and most of the action that was taken around the
world, as, for example, the British Empire preference system, was
set up following the passage of the Smoot-Hawley tariff bill.

The CHAIRMAN. I suggest to you that had there been no tariffs, had
we had free trade in this country, the result would have been precisely
the same, because those countries were stricken as a result of World
War I and had to protect their domestic industry.

Mr. CLAYTON. Senator Millikin, nothing like the way in which they
were stricken this time.

The CHAIRMAN. It is all relative.
Mr. CLAYTON. There is no comparison.
The CHAIRMAN. I would not say there was no comparison.
Mr. CLAYTON. Very little comparison, Senator Millikin.
The CHAIRMAN. You had all the financial illnesses in the world then

that you have today, on a lesser scale, because the war was not as big
and because as much of the resources of the world had not been ex-
hausted, but the problem, the sickness, I respectfully suggest, was
exactly the same. It called for the same protective measures then as
the world is applying to itself today. You give complete recognition
to that in your proposed ITO. You have your statement of principles,
but you have an equal number of statements of exceptions to permit
these countries to protect themselves during this transition period.

Mr. CLAYTON. Yes, and the situation today, Senator, is much, much
graver than it was then.

The CHAIRMAN. I agree.
Mr. CLAYTON. And the protective measures which you mentioned

following World War I were taken largely after we forced the rest
of the world to do it by our action on tariff in this country.

The CHAIRMAN. I challenge the premise of that, but as I say, that
is a long debate.

Senator GEORGE. May he finish his statement?
The CHAIRMAN. Mr. Clayton, I think I misinformed you gentle-

men. When we set these hearings we had not yet set the time for com-
mencing our sessions in the Senate. We are commencing at 11 o'clock
today and we have a call of the calendar, so I wonder if it would greatly
inconvenience you, if you have not finished, and the other people who
are for or against this bill today, to come back at 3 o'clock.

Mr. CLAYTON. That is quite all right.
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The CHnAMMAN. You may complete your statement.
Mr. CLAYTON. Thank you, sir.
I am advised that the agencies in question feel, and I share their feel-

ing, that they must retain the right adequately to protect the interests
within their special jurisdiction and are writing to this committee to
make known their views on this point.

This disfranchisement would not be accompanied by greater but by
more limited participation of the Tariff Commission in the making
of trade agreements. The Commission would be removed from the
Trade Agreements Committee, where it now performs unique and
extremely valuable services. In performing the one function assigned
to it by H. R. 6556, namely fixing rates to be recommended, the Com-
mission's only mandate would be to consider protection to domestic
producers to the exclusion of other very important factors such as the
compelling need to increase imports if we are to retain foreign markets
for our surplus agriculture and industrial production and get paid for
them, the necessity to expand imports if we are ever to collect any part
of the vast sums we are lending and investing abroad, and last, the
importance of larger imports to assist in meeting the requirements of
u fast-growing and prosperous population, and of an expanding
domestic economy.

Worst of all, H. R. 6556, in effect, gives the Tariff Commission an
an exclusive veto over United States concessions which is, in effect, a
veto in the interests of particular domestic producers regardless of the
national welfare. The principle of protection for a few at the ex-
pense of all others, such as exporters, consumers, and importers, whose
interests must be disregarded under this bill, is made the standard for
national tariff making. This inequitable procedure would replace the
present system under which all interests are impartially considered in
deciding upon tariff modifications to be offered.

Add to these defects the provision of congressional veto and the
short term for which H. R. 6556 renews the authority, and it is clear
as the Secretary of State has said, that H. R. 6556 retains the shadow
while destroying the substance of the trade-agreements program.

This then is where the road of pure protection leads. We have trav-
eled that road before; we should not travel it again. It was a tragic
mistake before, and the situation today differs only in that we now have
more to lose and it may not take so long to lose it.

For over a hundred years before World War I, the United States
was a debtor Nation. As such, we had to export more than we im-
ported in order to service our debts to foreigners.

At the end of World War I, the United States was a creditor Nation.
As such, we should have imported more than we exported in order to
collect the interest on the money we had loaned and invested abroad.

But we continued to act as a debtor Nation. We insisted on trying
to export more than we imported, and we raised our import tariffs
three times within the first decade following World War I.

Other countries finding their sales to us greatly curtailed by this
policy were compelled to raise their barriers to our goods.

In consequence, beginning in 1930, there was a great shrinkage not
only in our own imports and exports but indeed in the international
trade of the whole world.
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No one contends that this policy of economic nationalism was the
direct cause of the world's greatest depression beginning in 1930; but
there is ample evidence to show that such policy had the effect of
widening and deepening and prolonging that depression.

In 1934, the Reciprocal Trade Agreements Act was passed and it
has been a powerful factor in bringing down tariffs all over the
world.

Subsequently, as a result of World War II, the United States became
a much greater creditor in the world's balance sheet than ever before.
Circumstances are daily adding heavily to this position.

We must greatly expand our imports if we want to collect the inter-
est on the money which we have loaned and invested abroad.

Because of efficient mass-production methods aided by a low unit
cost of production arising from the requirements of an enormous do-
mestic market, many' kinds of goods are produced in the United
States in much greater quantities than our people can consume. These
surpluses of agriculture and industry must be marketed abroad.

We must greatly expand exports if we are to continue to find mar-
kets abroad for these surpluses.

Only by selling their goods to us can foreigners earn the dollars with
which to buy our surplus agricultural and industrial production.

Meantime the population of the United States is increasing rapidly;
the standard of living of this population is increasing even more
rapidly. Our people have the buying power with which to satisfy
their requirements. We need to increase our imports greatly if there
is to be made available to our people the variety and kinds of goods
they require at prices which they can afford to pay.

The United States now has an industrial capacity equal to that of
the rest of the world. Our efficiency in production coupled with enor-
mous volume produced gives us a unit cost which is at present lower
than that of any other country in almost all the products of industry.

One wonders what we are afraid of in the United States in com-
peting with the rest of the world.

I have something, Mr. Chairman, I would like to add to that; but
I assume you would like to recess now and reconvene at 3 o'clock.

The CHAIRMAN. Yes. Thank you very much.
(Thereupon, at 11 a. m., the committee recessed, to reconvene at 3

p. m. the same day.)
ArrERNOON SESSION

(Whereupon, at 3 p. m., the committee reconvened, pursuant to the
taking of the noon recess.)

The CHAIRMAN. The hearing will come to order.

STATEMENT OF WILLIAM L. CLAYTON, SPECIAL ADVISER TO THE
SECRETARY OF STATE, WASHINGTON, D. C.-Resumed

The CHAIRMAN. Mr. Clayton, had you completed what you wanted
to say in the main?

Mr. CLAYTON. Mr. Chairman, I have completed the prepared state-
ment. I have some other remarks that I would like to make of a gen-
eral character before going into the general questioning, if it is agree-
able to you.

76984-48-4
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The CHAIRMAN. Proceed, please.
Mr. CLAYTON. I would just like to say that in all of these hearings

heretofore with reference to extension of the Reciprocal Trade Agree-
ments Act, the arguments have been pretty generally followed the same
line of discussion of high protection or reasonable protection or low
protection to American industry and agriculture.

I think, of course, we have to take that into account in the present
hearing as in the past, but I think we also ought to give very careful
consideration to some of the broader aspects of the matter which have
emerged as a result of the circumstances of the last few years.

The United States has very definitely assumed leadership in the
world in international economic matters. I don't need to go back to
Bretton Woods, the International Bank, the International Monetary
Fund, the operations of the Export-Import Bank. All those matters
are pretty clear in our minds.

I would like to refer to the ECA for a few minutes, the Economic
Cooperation Act. The United States took leadership in that matter as
a result of Secretary Marshall's speech on June 5. There was a meet-
ing in Paris of the 16 countries that were concerned with the matter.
An organization was set up, and as a result of the investigation which
that organization made, the presentation of matters to the administra-
tion here in Washington, and the presentation by the organization to
the Congress, the ECA was passed.

In connection with that act, as you will recall, there was provided
in the act itself, in the statute, that the bilateral agreements which the
United States would make with the participating countries in Europe
should include certain specific conditions. One of those conditions
was that these countries should cooperate for the stimulation of the
interchange of goods among themselves and between themselves and
other countries and that they should cooperate for the lowering of
barriers to trade among themselves and between themselves and other
countries.

The Congress has very wisely recognized in that act that the recovery
of western Europe waits upon a great increase in production, that you
cannot have that production unless you have markets for the goods, and
that markets for the goods wait upon a lowering of the barriers to
trade among those countries and between those countries and the rest
of the world.

So I think that this matter of extension of the reciprocal trade-
agreements program at this time has gained a very great significance
from the events of the last 2 or 3 years since the end of the war and from
the character of the economic cooperation act itself.

We go from Paris to Geneva, and we entered into a general agreement
at Geneva which was participated in by 23 countries doing over three-
fourths of the international trade of the world. That agreement itself
was concerned with commodities totaling in value in terms of 1938-39
trade in imports about $10,000,000,000, which at that time was about
one-half of the international trade of the world.

The United States dealt with only $2,000,000,000 of those total
imports, or one-fifth of the total. Of that $2,000,000,000 reductions in
tariff were made in respect of only about $500,000,000 of imports on
the basis of 1938 figures.
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From Geneva we go to Havana where we meet with 57 other nations
on the 21st of last November, and after 4 months of labor we agreed
upon a charter for the international trade organizaiton. One of the
prime conditions of that charter is that the members obligate them-
selves to negotiate for the substantial reduction of tariffs and the
elimination of preferences or discrimination between nations.

So, Mr. Chairman, I mention particularly these three events to em-
phasize that the United States has taken leadership in the world in
this field, and the whole world is going to be watching very, very
closely what we do here in reference to the extension of the Reciprocal
Trade Agreements Act. They will not only be watching as to whether
we extend it, but they will be watching very closely as to the manner
of extension. Whether it is extended in form which will permit of a
continuation of its vitality and significance and importance in inter-
natonal economic matters, or whether it may be extended in such
way as to give the impression to the rest of the world that it is no
longer regarded as an important part of the policy of the United
States.

I think if we surrender this leadership, as I believe we would if we
failed to extend the Reciprocal Trade Agreements Act without weaken-
ing amendment, that would be a shock to the rest of the world.

If we should surrender that leadeship and leave other nations in
the world each to pursue its own ideas of what it would like to do in
this field for the future, I don't believe there is any doubt but that
under the exigencies of the present situation almost every nation in
the world would revert to a kind of autarchy or economic nationalism
which, as someone has said, would make the 1920's and 1930's look like
free trade.

I don't believe that kind of development would be in the interests
of this country. I think distinctly it would be against the interests
of this country. We cannot separate in broad national policy the
conduct of international trade from domestic trade. If the nations
of the world go back to conditions of autarchy and extreme economic
nationalism, which in my opinion they will certainly do if they do not
have leadership in the other direction, I see nothing for us to do in
the United States but to go in the same direction and to put on all
kinds of controls on imports and exports telling people how much
they may import, from whom, and at what price, where they may
export, and at what price; and so on. That detailed control which
would have to be taken over our international economic affairs due to
the action of other countries, would inevitably be translated into
similar control, I think, over all our domestic economic affairs so that
in time free enterprise would be a thing of the past.

I merely wanted to make that observation, Mr. Chairman, as my
considered opinion.

The CHAIRM3AN. Mr. Clayton, may we come now to the bill itself.
As I understand it, it would extend the act one year. What nation
do you contemplate negotiating with next year?

Mr. CLAYTON. We have very few. We have no definite plans at
the moment of negotiating with any country. There are several of
the smaller countries that would like to join the Geneva agreement.
For example, Greece, whose exports to the United States constituted
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before the war a total of about 14 or 15 percent of her total exports,
although it is only less than half of 1 percent of total imports into
the United States, would like, I am sure, to make an agreement with
us, and there are other countries, generally small ones, who have
commodities which are very important to them but which don't amount
to much to us, who would like to join the Geneva agreement, and we
would like to negotiate with them. We do not have in mind any major
negotiations.

The CIAIRMAN. So, roughly speaking, if the act were extended a
year, the time of extension would not interfere with the consumma-
tion of important trade agreements?

Mr. CLAYTON. I don't believe it would, Mr. Chairman, but I think
it would give an extremely bad impression to the rest of the world.
They would see a hesitation on our part which they would not under-
stand. In view of the vigorous leadership which we have provided
in the way in which I have indicated, and particularly in view of
the condition which we have included in the Economic Cooperative
Act, I think the rest of the world would have a kind of shock if
they saw that we were seriously hesitating here as to whether we
intended to go forward with this program or would let it lapse.

The CIAIRM1AN. That is your principal objection?
Mr. CLAYTON. Yes, sir; to the 1-year extension.
The CHAIRMAN. Is it not a fact that the State Department for sev-

eral months of this year seriously considered whether it would even
press asking for an extension of the reciprocal-trade system?

Mr. CLAYTON. No, sir; I don't serious consideration was given to
that, Mr. Chairman. I don't believe it ever got up to the Secretary of
State. So far as I know, it never was mentioned to him. There was
some talk about it in view of the fact that the charter of the Interna-
tional Trade Organization would probably not be presented to Con-
gress this year, but would go over until next year. There was some
talk on lower levels as to the possibility of asking for a trade-agree.
ments act at the time that the charter was ratified, as we hope it will
be, to implement that charter.

The CHAIRMAN. So excluding the Secretary of State and what may
have come to him and what he may have thought, to use your own
phrase, at lower levels, there was considerable opinion in the State
Department that there was no point in pressing for reciprocal trade
during this session.

Mr. CLAYTON. No, sir; I don't think, Mr. Chairman, that that is a
proper statement of the situation.

The CHAIRMAN. Will you state it exactly?
Mr. CLAYTON. There was some discussion of the matter, but I

don't think there was any serious opinion that we should fail to ask
the Congress to renew the act. Whatever opinion might have been
expressed in that regard, I assure you was due to a fear that the Con-
gress might not agree to an extension. Certainly we would want an
extension if we could get it.

The CHAIRMAN. I invite your attention to the fact that a good
many months went by before there was any drive from the State De-
partments for an extension.

Mr. CLAYTON. I think the bill was introduced by Mr. Doughton.
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The CHAIRMAN. It was in the President's message in January, as
I recall it.

Mr. CLAYTON. January, yes.
The CHAIRMAN. I am not talking about time of introduction of the

bill. I am talking about an activity of the State Department in behalf
of an extension, and I am recalling to your mind that there was con-
siderable discussion in the State Department as to whether to ask for
an extension at this session.

Mr. CLAYTON. There was discussion, Mr. Chairman, that is right.
The CHAIRMIAN. I mention that because it tends to put into perspec-

tive a lot of the screaming that has been going on in connection with
this subject, which I do not attribute to you, that the heavens would
fall if everything the State Department now wants were not immedi-
ately granted.

Mr. CLAYTON. I don't quite understand your point with reference
to the drive, as you expressed, by the State Department, and delay
in starting it. Do you mean before the message of the President, or
subsequent ?

The CHAIRMAN. Mr. Clayton, when you folks want something you
have a way of letting us know over here that you want it.

Mr. CLAYTON. That is right.
The CHAmRMIAN. You had your shoes heavily weighted with lead

about this reciprocal trade business until quite recently. I am suggest-
ing that was coincident with discussion in your department that per-
haps you wouldn't ask for it at all.

Mr. CLAYTON. Mr. Chairman, I can assure you that it was not con-
nected with that discussion. The President's message I think was
sent to the Congress in March, which we thought was in ample time.
Everybody was extremely busy with ECA. The staffs at the Depart-
ment of State were working overtime night and day and Sundays on
ECA. I think that the message of the President came up in March
and the bill was introduced on the same day.

The CHAIRTAN. I would not dispute either of those facts. In con-
nection with scheduling the work of this committee during the session,
I had reason to make inquiries as to when ITO might be presented
to Congress, and in that connection I received information of the
type that I have mentioned to you.

Coming to the authority given the Tariff Commission by the bill
that we have before us, as I understood your testimony this morning,
you do not believe that the Commission should have such authority,
either mandatory or recommendatory.

Is that correct?
Mr. CLAYTON. Not in the form in which it is stated in this bill.

They already have rather similar functions to perf6rm in the Inter-
departmental Trade Agreements Committee, as you will recall, Sen-
ator Millikin. After our discussions last year about the matter, the
Executive order was issued, 1932, I think it is, which provided that
the Tariff Commission should make certain investigations with re-
spect to every commodity that it was intended to negotiate on and
that those investigations should be made public. That is done today.

The CHAIRMAN. You objected this morning on the ground that the
standard under which the Tariff Commission would operate would
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be too narrow, and we had a lot of discussion on that. For a moment
at least unless you want to go into it, we will pass it. You object to
limiting the standard of judgment in this bill to injury to domestic
producers.

Mr. CLAYTON. I objected on two grounds.
The CHAIRMAN. I was only stating one of them. Go ahead and

state them both.
Mr. CLAYTON. One was that the whole matter should be turned

over to the Tariff Commission and all other agencies of government
now concerned in the matter should be excluded from any right to
vote in connection with the recommendations. That is the first
ground.

The second one is the criterion that is stated in the bill that this
whole matter which has such broad implications and which affect so
much different interests in our country, should be pitched on one
single, narrow scale which is protection to domestic industries.

The CHAIRMAN. I think you have made that quite clear. Now let
me ask you if that part of the bill were amended so that in effect
the President would notify the Tariff Commission when he intends
to enter into a trade agreement or negotiate a trade agreement, and
they were called upon to certify to the President the range of the
concession or reduction which could be entered into, keeping in mind
the safeguarding of American industry, and if after receiving those
recommendations the President proceeded with his negotiation, and
let us assume that he chose to disregard the recommendations and
made cuts or concessions and bindings deeper than those recom-
mended and he were then required, after agreement had been nego-
tiated, to state publicly his reasons for doing so, would that sort
of bill be agreeable to you?

I am speaking in general terms. You understand exactly what
I am talking about, because we have discussed it many times.

Mr. CLAYTO. Yes, sir; we have. I don't think it would be agree-
able to me, Mr. Chairman, if I understand correctly that you would
have a Tariff Commission Act under pretty much the same kind of
instruction that they have in this H. R. 6556.

The CHAIRMAN. What part of the instruction would be offensive
to you?

Mr. CLAYTON. The one standard on which they operate. If we
would take, instead, the standard which is stated in the Executive
order, which, with your permission, I would like to read, it is just
one paragraph.

The CHAIRMAN. Go ahead, please.
Mr. CLAYTON. I think there is no objection whatsoever to the opera-

tion of the Tariff Commission in the way in which the Executive order
now indicates, but I believe that always the Tariff Commission should
report to the Interdepartmental Trade Agreements Committee and
that the Conmittee should be the body which would make the rec-
ommendation to the President.

The CHAIRMAN. As we pointed out this morning, there would be
nothing to prevent that by way of Executive order.

Mr. CLAYTON. That is right. From my point of view, if this entire
Executive order, which I think is an excellent document setting out in
detail the procedure that is followed under the Trade Agreements
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Act, if that entire Executive order were incorporated into the statute,
it would be entirely agreeable to me. I would like to read the one
paragraph. I am reading now from Executive order of February 25,
1947, and it is paragraph 6 of part 2:

With respect to each dutiable import item which is considered by the Inter-
departmental Committee for inclusion in a trade ageement, the Tariff Commis-
sion shall make an analysis of the facts relative to the production, trade, and
consumption of the article involved, to the probable effect of granting a conces-
sion thereon, and to the competitive factors involved. Such an analysis shall be
submitted in digest form to the Interdepartmental Committee. The digest, except-
ing confidential material, shall be published by the Tariff Commission.

There is a good deal of difference there between this language "to the
probable effect of granting a concession thereon," and the language
contained in H. R. 6556.

The CHAIRMAN. Now I am suggesting something else to you. I
have not followed the language in this bill. I suggest to you that if the
Tariff Commission had authority to recommend, let us call them the
peril points, below which the President should not make cuts or con-
cessions, and it were provided that if the President decided to cut
deeper or, if you wish, raise above a range established by the Tariff
Commission, he should make public explanation of the fact after the
agreement had been negotiated, what would be your objection to that,
remembering that the President by Executive order can set up his own
interdepartmental organization to give him advice on the subject?

Mr. CLAYTON. My objection would be that it is assumed that the
Tariff Commission and any other commission will have the omniscience
to be able to ferret out that peril point, as you describe it, below which
nobody should go, and I don't think the Tariff Commission has that
ability or anybody else, any individual or any commission.

The CHAIRMAN. Let us assume that it might miss it occasionally, let
us assume if you wish it might miss it often, the President could still
avail himself of the advice of any interdepartmental committee set
up by himself. He could disregard the recommendations of the Tariff
Commission. And if he did, he certainly ought to be willing to make
public explanation of why he did so.

Mr. CLAYTON. Mr. Chairman, the Tariff Commission now in effect
makes that kind of study and that kind of report to the Interdepart-
mental Committee.

The CHAIRMAN. Except that it doesn't make the recommendation
according to the information that I have from the Tariff Commission.

Mr. CLAYTON. They make recommendation as to the probable effect
of granting a concession.

The CHAIRMAN. Yes.
Mr. CLAYTON. They do that, and they do it to the Interdepartmental

Trade Agreements Committee. I would like to make this point clear.
The CHAIRMAN. Just for the sake of clarification, they do not say,

"We believe that it would be perilous or injurious if you went below
this point." They do not say that.

Mr. CLAYTON. They say in effect that when they agree with the other
members of the Interdepartmental Trade Agreements Committee to
recommend a reduction in the tariff on a certain commodity, to a cer-
tain figure. The assumption is that you can go that far without the
probability of causing any serious injury to any American producer.

The CHAIRMAN. You are talking about the decision of an inter-
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departmental committee, of which the representative of the Tariff
Commission is only one, and who does not sit there as representing
the Tariff Commission, but sits there as an individual.

Mr. CLAYTON. He sits there as a Commissioner of the Tariff
Commission.

The CHAIRM1AN. The same as the Secretary of Agriculture sits there
as Secretary of Agriculture.

Mr. CLAYTON. And also, Mr. Chairman, I would like to make this
clear, that if the Interdepartmental Committee takes a decision to
which the Tariff Commissioner dissents, the Commissioner must make
the reasons for his dissent known to the President, and the President
would act in the light of those reasons.

The CHAIRMAN. Now let us come back to our knitting. What, then,
in what you have said, would be the objection to an amendment here
that would give the Tariff Commission the right to recommend di-
rectly to the President the line above which the negotiations shall not
go and below which they should not fall. Let the President appoint
any advisory board he wants in order to give him advice on the subject.
What would be the objection?

Mr. CLAYTON. The objection is the assumption, to begin with, that
the Tariff Commission know that sort of thing, with any certainty
that they are right, make a minimum point and a maximum point
within which the negotiations should take place. I just don't believe
the Tariff Commission or any other commission can do that. I think
if they are charged with the responsibility of doing it, they are going
to lean over backward to make sure that they make the rate high
enough. Of course, Mr. Chairman, there is only one way to follow
that injunction and to be sure you are going to be right, and that
is to put an embargo on the imports of the particular commodity in
question. Then you can be sure that domestic industries will not be
injured.

The CHAIRMUAN. I do not think you are driven to that, Mr. Clayton.
I do not think you are driven to that any more than you are driven to
that on your theory that by putting seven heads together, all of them
using unscientific judgment, they can't hit it, either, and hence we
should put an embargo on everything.

Mr. CLAYTON. Just take this for example: Suppose you have in ques-
tion a concession to be made on an agricultural commodity. Why
should we assume that the Tariff Commission is better qualified to
make a recommendation on that subject than the Department of
Agriculture.

The CHAIRM1AN. It is very simple. The Department of Agriculture
is not charged with studying the economic implications all the way
across the board, such as the Tariff Commission would be.

Mr. CLAYTON. They know a great deal more about agriculture to
start with.

The CIJAIRMAN. I suggest the second reason is that the Department
of Agric.ulture does not maintain a department for this investigation
purpose, and I suggest as a third reason that they should not, any
more than all the other departments should. And the Tariff Com-
mission would be at perfect liberty to utilize the services of the Depart-
ment of Agriculture on any subject where it felt it needed additional
advice.
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I could think of several others if there were time.
Mr. CLAYTON. The Department of Agriculture would not have a

vote, however. They would not have a right to vote on the question
of a recommendation to the President on a matter that vitally affects
the agricultural interests of the country.

The CHAIRMAN. They did not have a vote on this bill, and they did
not have a vote on the Reciprocal Trade Act.

Mr. CLAYTON. That is right. And national defense and National
Military Establishment ought to have a right to a vote when a question
is on the table that would affect the security of the country.

The CHAIRMAN. The end point is that you are defending the existing
system, and you would find that sort of amendment of this bill to be
unacceptable to you.

Mr. CLAYTON. Yes, sir; I would not be agreeable to an amendment
of that kind. As I have said, so far as I am concerned, I would
recommend to the Department that we accept the inclusion of this
entire Executive order in the statute if that would give a sense of
greater protection to the people who are worried about the handling
of the matter.

The CHAIRMAN. The objection in a word about the interdepart-
mental procedure is that you dilute the protection to the American
people.

Mr. CLAYTON. I contend, Mr. Chairman, that nobody can tell. You
say injury to an American industry. I must insist that the only way
you can be absolutely sure you are not going to injure a little some
American industry by competition from abroad is not to have the com-
petition. That is the only way I know of.

The CHAIRMAN. I must insist, if you do not mind, that your seven
heads of your Interdepartmental Committee or whatever the number
may be, if the Tariff Commission cannot find it, they cannot find it.

Mr. CLAYTON. They don't try to find it.
The CHAIRMAN. If that be true, then you are subjecting the safety

of the American economy to hazard and speculation and chance-
taking.

Mr. CLAYTON. I think you are subjecting the safety of the American
people and economy if you do as this bill says, which is to have the
Tariff Commission fix a rate below which you cannot go without
danger of injury to some American producer. If they are going to
do that and always operate on the safe side, so to speak, of complete
protection to Ameridan industry from foreign competition, you are
going to destroy a great many of the export industries of the country
and put a lot of people out of work.

The CHAIRMAN. There is no suggestion, and let us get it very clear
that there is no suggestion here of complete protection in the sense of
barring everything out of this country. That does not appear in the
bill. It does not appear in any argument that I have heard, and it
should not be tossed into this discussion. You are simply expressing
an intention to prevent injury which does not bar competition.

Mr. CLAYTON. It says, Mr. Chairman: "In order to carry out the
purpose of such section 350 without causing or threatening serious
injury to domestic producers."

The CHAIRMAN. That is right.
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That does not mean the exclusion of all competition. The President
himself has used that language, and he did not contemplate eliminat-
ing all competition.

Mr. CLAYTON. If you are going absolutely to guarantee against any
injury to an American producer, the only way to do it is to free him
of the competition.

The CHAIR1MrAN. I do not think that follows at all, any more than
it does by your system. Competition is not incompatible with a going
business.

Mr. CLAYTON. We seem to think it is when it is foreign competition.
The CHAIR.AN. There is nothing of that kind ini this bill.
Mr. CLAYTON. That is what it means.
The CHAIrAAN. You are putting that in the bill?
Mr. CLAYTO-. I am sorry, but that is what it means.
The CIkRMAN. It does not mean that. You cannot find anything

in here that indicates that we must eliminate competition in order to
prevent serious injury to American industry.

Mr. CLAYTON. I didn't say, Mr. Chairman, that there was. I only
said that if the Tariff Commission charged with this duty or any
other commission or any other individual charged with this duty
wants to guarantee that their decisions will be such as to prevent
serious injury to the domestic producers, then they have to put on
either exorbitant tariffs or an embargo.

The CiHAIRIAN. You might have to resolve the doubt in favor of
the American producer, and you could make some argument for that.

Mr. CLAYTON. Of course, as we all know, mostly protectionists want
just that. They want a quota system or an embargo which will pre-
vent foreign competition.

The CHAIRMAAN. There is no suggestion of a quota system here.
Mr. CLAYTON. I didn't say that.
The CAIRM1AN. There is no suggestion of complete protection

here. There is just the President's own suggestion that American
industry be not injured, and that is compatible with competition.

I am just trying to keep these issues within their proper focus.
Mr. CLAYTON. I still stick by my proposition that if you want to

guarantee that this injunction is carried out, the only way to do it
is to prevent the competition which might cause the injury.

The CHIAIRMNTAN. Every argument that you make for your own
proposition would lead you to that same conclusion, because you have
no sure way of doing it.

Mrl'. CLAYTON. We don't profess to have.
The CHAIRMAN. Unless you are arguing for a looser way to do it,

unless you are arguing for impairment of that standard or for dilu-
tion of it, you come to the same end point under your line of argument.

Mr'. CLAYTON. We don't profess to have any sure way of finding
it, Mr. Chairman. We don't attempt to find it with absolute certainty,
because we know we can't. But what we do say is that if there are
those cases where we take some calculated risks in order to achieve
an over-all desideratum, and we find we are wrong, we have a pro-
tection here in the escape clause, so the mistake, if it occurs can be
corrected.

The CHAIRAAN. We have gone through the escape clause business,
and I think the record will show whether that really affords any
protection. Now as to the third feature of the bill. In the event
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the President disregards the recommendation of the Tariff Coin-
mission, the matter shall be submitted to the review of Congress.
You admitted this morning that Congress has exclusive constitu-
tional jurisdiction over the subject.

Mr. CLAYTON. Yes, sir.
The CHAIRMAN. And that no one else has any unless it is delegated

by the Congress.
Mr. CLAYTON. I think that is right. I am not a constitutional

lawyer, but I understand that is the case.
The CHAIRMAN. I think you are very sound on that. I am not

charging you with public discussion, but there has been a lot of
public discussion that to do that would throw you back into log-
rolling. Is it not the fact that under the bill the trade agreement
would have to be voted up or down without swapping individual
items in it?

Mr. CLAYTON. Yes. Under the bill the entire agreement would
have to be vetoed under the bill and not individual items.

The CHAIRMAN. The Congress could not piecemeal it, could it?
Mr. CLAYTON. Not as to individual items.
The CHAIRMAN. Exactly; and that is the essence of logrolling, is

it not?
Mr. CLAYTON. Yes; but the element of logrolling is still possible

here because if we make an agreement with the country, say with
country A, and the principal item is commodity X, the producers of
commodity X in this country may say, "All right, you will need our
help when you get to the agreement with country B because you are
going to have commodity Y in that. So you had better come along
and help us now, and veto this thing."

The CHAIRMAN. What a weak reed that would be to lean on con-
sidering that with the exception of these picayunish ( exceptions men-
tioned, you have covered the world trade with the exist ing agreements.

Mr. CLAYTON. I am sorry I did not understand you.
The CHAIRMAN. You have covered the world's trade, with the ex-

ception of the picayunish agreements which you have mentioned, in
existing trade agreements, so what kind of knucklehead would it be
who sat here today and said, "I am going to vote for this trade
agreement if tomorrow, which would never come, you will help me on
some other trade agreement that I may or may not like."

Mr. CLAYTON. I don't know whether you know it or not, Mr. Chair-
man, but there is a bill in Congress right now, H. R. 6379, to cancel
all those trade agreements.

The CHAIRMAN. I am not surprised at anything that happens around
here. That does not make it a law, Mr. Clayton.

Mr. CLAYTON. I understand it doesn't make it law, but-
The CHAIRMAN. Mr. Clayton, all I am trying to ask you now, all

this hulabaloo about logrolling is entirely unwarranted as far as the
provisions of this bill are concerned as a practical matter, is it not?

Mr. CLAYTON. I will answer you this way. I want to be perfectly
fair with you. This bill provides that the act of veto by Congress
must be as regards the entire agreement.

The CHAIRMAN. That is right.
Did you bring that minute book that we were discussing this

morning?
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Mr. CLAYTON. No: I did not, Mr. Chairman. The records of the
Interdepartmental Trade Agreements Committee are extremely vo-
luminous. It would take, I suppose, a couple of trucks to get them
up here.

The CHAIRMAN. The minutes or the records?
Mr. CLAYTON. The records.
The CHAIRMAN. I am speaking of the minutes.
Mr. CLAYTON. I don't know whether there are any detailed minutes

on each commodity.
The CHAIRMAN. Do yo l not have a secretariat to keep track of

what goes on at these meetings?
Mr. CLAYTON. I am not a member of this committee.
The CHAIRMAN. Is there anyone here who knows whether there is

a secretary who keeps track of what goes on in the Interdepartmental
Committee?

Mr. BROWN. Yes, sir; there are minutes, but they are tied into the
supporting documents.

The CHAIRMAN. Yes? Could we see the minutes? And then we
can use our judgment whether we want to see the supporting
documents.

Mr. CLAYTON. I am informed that-it is the policy of the Depart-
ment to decline to make any of these minutes or records public for
two principal reasons. The first one is that they are records of ad-
visers to the President and are confidential, just as records of his
Cabinet meetings would be confidential.

The second one is that they have considerable confidential material
in them running all through the records which business interests
furnished on the understanding that the material would be kept con-
fidential because it is private information that they do not wish their
competitors to -ee. We get a great deal of information of that kind,
in connection with consideration of these different commodities and in
making recommendations to the President.

The CHAIRMAN. You understand that the Tariff Commission under
existing laws is required to report directly to the House Ways and
Means Committee and directly to this committee?

Mr. CLAYTON. I don't know that for a fact, but I know it is if you
say it is, Mr. Chairman.

The CHAIRMAN. I say it is a fact. Now that we have delegated a
portion of that jurisdiction to the executive department, you are saying
we are denied information on what goes on in the Interdepartmental
committee?

Mr. CLAYTON. Not certainly the digests of the Tariff Commission.
The CHAIRMAN. I have them in my possession. I am not talking

about that.
Mr. CLAYTON. I am not authorized, Mr. Chairman, to make these

records public. They are considered confidenti,,l rec-rds of the ad-
ministration, as I have said, and I regret that I am not thereby author-
ized to make them public.

The CHAIRMAN. Will the minute book be available to the clerk of
this committee?

Mr. CLAYTON. I don't think so, Mr. Chairman.
The CHAIRMAN. Would the minute book be available to the chairman

of this committee?
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Mr. CLAYTON. I am not authorized to make it available, but if you
wish me to so request, I will be glad to present the matter and let you
know.

T]he CHAIRMAN. We have a very direct jurisdiction over these
matters.

Mr. CLAYTON. Mr. Chairman, we must bear in mind that all of this
information is information collected for what purpose? For the pur-
pose of advising the President and recommending to the President.
The President is responsible to you under the Trade Agreements Act
for his actions. I don't know that he would be required to make
public the information that is furnished him on which he makes his
decisions.

The CHAIRMAN. I would like to point out to you that there may be
a distinction between when Congress asks something which is within
the constitutional jurisdiction of the executive department and where
something is requested which is clearly in the jurisdiction and direction
of the Congress.

Mr. CLAYTON. You may be right.
The CHAIRMAN. I wonder whether you have considered this matter

completely enough. When the Congress is denied the opportunity to
inspect the development of these matters on which the President
exercises his authority, you are laying down a very serious policy.

Mr. CLAYTON. You will observe, Mr. Chairman, that I have not said
that I am not going to make the information available to you. I have
said only that I am not authorized to do so. Before I could do it,
I would have to have that authorization.

The CHAIRMAN. Will you pursue the matter further?
Mr. CLAYTON. I will be glad to do so, sir.
(The following letter was later submitted by Mr. Clayton with

reference to the above:)
DEPARTMENT OF STATE,

Washington, May 5, 1948.
Hon. EUGENE MILLIKIN,

Chairman, Senate Committee on Finance.
DEAR SENATOR MILLIKIN: I have taken up again with the Department your

request that the minutes of the Trade Agreements Committee be made available
to the Committee on Finance. The Department has considered this matter
further, and directs me to say, with regret, that it considers that it would not be
in the public interest to comply with your request, for the following main
reasons.

1. The minutes in question contain information obtained from business in
confidence and upon the assurance that it would not be disclosed.

2. They contain information, which, if known to other countries, might
prejudice the position of the United States in future negotiations and which
might embarrass this country in its relations with countries with which the
negotiations to which the minutes refer took place.

3. The minutes are the records of the deliberations of the President's advisers.
The President is the one responsible for decisions on tariffs under the act, and
is entitled to the opinions of his advisers expressed fully and freely without the
constraint which would inevitably come from the knowledge that they might
be made public.

The Department would not feel authorized to make these records available to
the Congress without the consent of the President.

Yours very truly,
(Signed) William L. Clayton,
(Typed) WILLIAM L' CLAYTON,

Special Adviser to the Secretary of State.

(Dictated by Mr. Clayton, who had to leave before signing,)
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Senator BUTLER. ir. Chairman, I think Mr. Clayton may possibly
have put in the record this morning the members of the Interdepart-
mental Committee, not the personnel, but who makes up the Interde-
partmental Committee by departments.

I wonder if it would be agreeable to submit also a list of the per-
sonnel?

Mr. CLAYTON. Yes, sir; we will do that. We will put it in the
record.

(The information follows:)

TRADE AGREEMENTS COMMITTEE

Department of State: Winthrop G. Brown, chairman.
Department of the Treasury: Frank A. Southard, Jr.; Morris J. Fields,

alternate.
Department of Agriculture: Vacancy; G. B. L. Arner, alternate; Robert

Schwenger, alternate.
Department of Commerce: John Evans; H. P. MacGowan, alternate.
Department of Labor: Vacancy; Philip Arnow, alternate.
National Military Establishment: Prentice Dean: Morris Kenny, alternate.
United States Tariff Commission: Oscar B. Ryder; Lynn Edminster, alter-

nate; John Gregg, alternate.

COMMITTEE FOR RECIPROCITY INFORMATION

Lynn It. Edminster, Chairman, Tariff Commission.
John Gregg, Vice Chairman, Tariff Commission.
Winthrop G. Brown, Department of State.
George B. L. Arner, Department of Agriculture.
John W. Evans, Department of Commerce.
Harold P. MacGowan (alternate), Department of Commerce.
John W. Gunter, Department of Treasury.
Morris J. Fields (alternate), Department of Treasury.
Morris Kenny, National Military Establishment.
Commander Royal Firman (alternate), National Military Establishment.
Lt. Col. Robert E. Shafer (alternate), National Military Establishment.
Edward A. Yardley, executive secretary.

Senator LUCAS. Mr. Chairman, I think it would be well if you
stated in little more comprehensive terms what you want of the State
Department.

The CHAIRMAN. We went into that while you were temporarily
absent, sir. What we would like to bee is the minute book of the pro-
ceedings of the Interdepartmental Committee in these trade agreement
matters. Mr. Clayton has said that the minute book ties into a great
volume of basic data leading, I assume, to any conclusions made by
that committee, and I have suggested that perhaps if we saw the min-
ute book we might not want to go further.

Senator LUCAS. I presume your position is that if we have the power
to see the minute book, we also have the power to see the records
upon which the minute book is based.

The CHAIRMAN. I would not want to say that at this stage. I am
very eager to preserve the proper jurisdiction of the Presidency. I
do not want to make an off-the-cuff decision without having the facts.

Senator LUCAS. I think it is of tremendous importance and we are
getting into a very close and highly controversial question in my
judgment in doing as the chairman suggests.

Mr. CLAYTON. Mr. Chairman, at the present time may I say I have
two letters here, one from the Secretary of Commerce, and the other
from the Acting Secretary of Agriculture with reference to the point
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which has been made that the six departments of Government which
have been excluded by H. R. 6556 from voting in matters of recom-
mendation to the President in the Trade Agreement Act take exception
to that and are writing letters to you to point out the reason for their
exception. One of these letters is directed to you, and the original has
been handed to the clerk of the committee.

The other one is directed to me. With your permission, I would like
to read them both into the record.

The CHAIRMAN. Let us read them into the record.
Mr. CLAYTON. The one directed to you by the Secretary of Commerce

is as follows:
DEPARTMENT OF COMMERCE,

OFFICE OF THE SECRETARY,
Washington, June 1, 1948.

Hon. EUGENE D. MIIHlUIN,

United States Senate, Washington, D. C.
DEAR SENATOR MILLIKIN: The Department of Commerce has responsibilities for

the promotion of both the foreign commerce of the United States and its domestic
commerce and industry. Therefore, I consider it my responsibility to place
before the Senate Finance Committee my judgment concerning the proposed
trade agreements legislation, based on the experience of the Department of Com-
merce with the operation of the existing legislation.

Both the general responsibility of the Department of Commerce for the welfare
of American business and the provisions of the Trade Agreements Act itself
require that this Department play an important role in the formulation of all
recommendations under the act. In the preparatory work for trade agree-
ment negotiation, the Department of Commerce has a representative on each
country committee and on the Trade Agreements Committee. These representa-
tives make use of the knowledge of our country specialists and our commodity
specialists, who in turn have the advantage of continuous contact with rep-
resentatives of industry.

The Department of Commerce is also represented on the interagency Com-
mittee for Reciprocity Information and on each of the hearing panels established
by the committee. Our active participation in these hearings has permitted the
Department, with its specialized knowledge, to aid in developing all pertinent
information. The hearings have, in turn, added to the information available
to this Department-information of value not only in determining its position
with respect to individual tariffs but also in the discharge of its other responsi-
bilities.

In our opinion, this procedure has worked well and has permitted the Depart-
ment of Commerce to carry out its responsibilities to American business and the
American economy, but we are convinced that the proposed changes in the Trade
Agreements Act would handicap us in our efforts to do so in the future. This
will be true if the recommendations of the Trade Agreements Committee are to
be subordinated to the views of the Tariff Commission. For American business
has just as vital an interest in its access to foreign markets or the cost of imported
raw materials as in the level of tariff protection against imports.

Similarly, the contribution that the Department of Commerce and other
agencies can make the determination of the pertinent facts through public
hearings will be lost if the functions of the Committee for Reciprocity In-
formation are either abolished or subordinated to hearings by the Tariff Com-
mission.

It is also the opinion of this Department that the isolation of the Tariff
Commission from the existing interagency organization would seriously impair
the usefulness of that organization. Department of Commerce representatives
have obtained a great deal of value from the discussions in the Trade Agree-
ments Committee and its country subcommittees and would miss the contri-
bution of the experts of the Tariff Commission in the formulation of their own
views. It is our opinion that every agency in the present trade agreements
organization has a valuable contribution to make and that the decisions reached
are sounder when the knowledge of all is pooled.

We also believe that the proposals for amending the Trade Agreements
Act may have an adverse effect on the commercial policies of friendly foreign
countries. We are convinced that some countries will be less willing to enter
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into negotiations, or will be less likely to offer concessions of value to the
United States, if the resulting agreements are subject to veto. And we fear
that any radical changes in the act, or a renewal for only 1 year, will create
doubt in foreign countries as to this country's determination to carry out
the liberal trade policies that 'it has urged upon those countries since the war
and that it has recently reaffirmed in the European recovery legislation.

Sincerely yours,
CHARLES SAWYER, Secretary of Comrnerce.

The other letter is from the Acting Secretary of Agriculture and
is directed to me:

DEPARTMENT OF AGRICULTURE,
Washington, D. C.

Hon. WILLIAm L. CLAYTON,
Department of State, Washington, D. C.

DEAR MR. CLAYTON: At your appearance before the Committee on Finance of
the Senate in connection with legislation for the extension of the President's
authority to negotiate reciprocal trade agreements, I would appreciate your
expressing to the committee our concern at certain features of the bill (H. R.
6556) sent to the Senate by the House of Representatives.

I refer in particular to the transfer to the Tariff Commission, acting alone,
of a major part of the responsibility for the interests of agriculture in the
Trade Agreements program and to the establishment of a cumbersome and diffi-
cult procedure.

It must be apparent that it is contrary to the interest of United States
agriculture to divide the responsibility for that interest among different Gov-
ernment agencies. This is particularly the case if exclusive responsibility for
a basic portion of that interest is to be transferred to an agency which must
at the same time take the exclusive responsibility for the corresponding por-
tion of the interests of other segments of our economy. The legislation under
consideration would give to the Tariff Commission the exclusive responsibility
for determining the maximum concessions to be made in United States duties,
Including duties on agricultural products.

I should like to point out two particularly unfortunate consequences of this
situation. In the first place, the maximmun concession set by the Tariff Com-
mission will tend to be the concession offered. Should this Department hold
that a given concession permitted by the Tariff Commission was not in the
interest of United States agriculture, our position in interdepartmental discus-
sions of the matter would be very weak. There would be a presumption on the
part of the other departments of the Government that the Tariff Commission had
already assured Agriculture sufficient protection in connection with the partic-
ular commodity. In the second place, the Tariff Commission, which would be
bassed under the legislation in question from any contact with the negotiating
process, will have no opportunity to judge whether the benefits that are to be
obtained in foreign markets in return for a given concession could be of an order
calculated to justify the concession. There is a connection between the benefits
received and the concessions offered, since the same agricultural producers can
eften be associated with both foreign tariff concessions on a United States export
and United States concessions on a product not produced in the United States in
sufficient quantities for domestic consumption.

We feel strongly, therefore, that the interest of agriculture will be more
difficult to assure under the proposed legislation than under the present Reciprocal
Trade Agreements Act.

You are, of course, particularly well qualified to discuss with the Committee
on Finance the procedural difficulties which would be encountered under the
terms of the legislation under reference. I know you will emphasize that any
amendments which will increase such difficulties are of concern to this Depart-
ment because, as I indicated in my statement before the House of Representatives'
committee on this matter, we recognize the extent to which they will tend to
impair the leadership of the United States in international economic matters, and
therefore, the nondiscriminatory, multilateral trade objectives of the reciprocal
trade agreements program.

Sincerely yours,
CHARLES F. BRANNAN, Assistant Secretary.

The CHAIRMAN. I think from both those letters it is apparent that
the Tariff Commisison could avail itself and would avail itself and
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fully of any service those departments could render due to their special
jurisdictions, and I am sure the President by Executive order could
bring about that cooperation. I also am sure the President himself
would not deny himself of it.

Mr. CLAYTON. I am sure that everything you say is true, but in the
final analysis under this bill these agencies would have no voice in
making the decision.

Senator BUTLER. They now have, Mr. Clayton?
Mr. CLAYTON. Yes, sir; certainly they do. If the decision is not

unanimous with respect to a recommendation to the President, the
department dissenting from the majority opinion must give the reasons
for its dissent to the President, and they do that.

The CHAIRMAN. Mr. Clayton, I think it should be made very clear
that the head of the Tariff Commission, for example, sits and par-
ticipates in arriving at this composite judgment. He does not carry
through, let us say, dissents on the Tariff Commission. He is not
required to. The dissents of the Tariff Commission may never come
to the attention of the interdepartmental committee.

Mr. CLAYTON. His dissent does.
The CHAIRMAN. His dissent as an individual, the same as the dis-

sents around here, but his dissent might not agree with the Commis-
sion's view, nor might it agree with a dissent on the Commission.

Mr. CLAYTON. The Commission makes an investigation, Mr. Chair-
man, and a digest of its investigation and furnishes that to the inter-
departmental committee and expresses an opinion as to the probable
effect of a concession.

The CHAIRMAN. That is right.
Mr. CLAYTON. I take it that the Tariff Commissioner would not go

contrary to that action.
The CHAIRMAN. Let me make myself clear; the Commissioner does

not sit there if he is there, necessarily battling for the view of the
Tariff Commission, nor does he sit there charged with bringing
through to the interdepartmental committee any dissent that there
may be in the Tariff Commission. He sits there the same as the
other members do in this process of reaching a composite judgment.

Mr. CLAYTON. I think he represents the Tariff Commission.
The CHAIRMAN. Of course, just the same as the Secretary of

Agriculture.
Mr. CLAYTON. Indeed.
The CHAIRMAN. But I am pressing the point that he is not re-

quired to carry through the opinion of the Tariff Commission as such
as to any of these actions taken.

Mr. CLAYTON. I don't think that the Tariff Commission as such
expresses any opinion except in the way in which I have indicated
and which is provided for in the Executive order. I take it that the
Commissioner himself would not take a course contrary to that ex-
pressed in that document.

The CHAIRMAN. He would be at full liberty to do so if he chose to
do so.

Mr. CLAYTON. I don't know, Mr. Chairman, whether he would or not.
The CHAIRMAN. I went into that subject rather carefully a year

ago, and I could find no reason why not.
Mr. CLAYTON. I don't know whether he would or not.

76984-48----5
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The CHAIRMAN. Mr. Clayton, would you mind making clear what
are the standards which control the decisions of the interdepartmental
committees?

Mr. CLAYTON. The act under which they operate, I think, is perhaps
the best authority, and that act says-
* * * for the purpose of expanding foreign markets for the products of the
United States by regulating the admission of foreign goods into the United
States in accordance with the characteristics and needs of various branches of
American production, so that foreign markets will be made available to those
branches of American production which require and are capable of developing
such outlets, by affording corresponding market opportunities for foreign products
in the United States.

The CHAIRMAN. That does not require the application of the injury
rule, does it?

Mr. CLAYTON. Not by express language, certainly; no sir, it does
not.

The CHAIRMAN. We have not yet received the ITO charter.
Mr. CLAYTON. No, sir. You mean the Congress? No, the Congress

has not. It hasn't been presented to Congress yet.
The CHAIRMAN. A year ago we asked you for and received a list

of some 80 men who went to Geneva.
Mr. CLAYTON. Yes, sir.
The CHAIRMAN. We have received their biographies.
Mr. CLAYTON. Yes, sir; I believe so.
The CHAIRMAN. From that list and those biographies, it appeared

that, with the exception of yourself there was not an outstanding busi-
nessman on the list, nor was there anyone on the list of the men
who negotiated these agreements at Geneva who ever had had bar-
gaining experience of any importance in private industry.

Mr. CLAYTON. I have not studied the list from that point of view,
Mr. Chairman.

The CHAIRMAN. Mr. Stanley, would you mind digging that out and
inserting it in the record at this point, the list of those who went and
their biographies?

(The information referred to follows:)

DEPARTMENT OF STATE RELEASE FOR THE PRESS, No. 181, MARCH 11, 1947

The Department of State today announced the list of the United States dele-
gation to the second meeting at Geneva of the United Nations Preparatory
Committee for the International Conference on Trade and Employment.

William L. Clayton, Under Secretary for Economic Affairs, will be chairman
of the delegation; and Clair Wilcox, Director, Office of International Trade
Policy of the Department of State, will be vice chairman.

At the Geneva meeting, opening April 10, the 18 participating nations will
undertake to complete the draft of a charter establishing common principles of
world trade policy and setting up an International Trade Organization. They
will also negotiate toward the reduction of tariffs, the removal of other bar-
riers to trade, and the elimination of discriminatory trade practices.

There are 85 officials from 9 departments and agencies of the Government
on the delegation list and, in addition, the secretariat accompanying the dele-
gation will number 40.

The list follows:
Chairman: William L. Clayton, Under Secretary for Economic Affairs, Depart.

ment of State.
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Vice Chairman: Clair Wilcox, Director, Office of International Trade Policy,
Department of State.

Delegates:
Winthrop G. Brown, Chief, Division of Commercial Policy, Department

of State.
John W. Evans, Trade Barriers Policy Adviser, Department.of Commerce.
Harry C. Hawkins, Minister-Counselor for Economic Affairs, American

Embassy, London, England.
William R. Johnson, Commissioner, Bureau of Customs, United States

Treasury Department.
John H. G. Pierson, Consultant on Employment Policy, Department of Labor.
Oscar B. Ryder, Chairman, Tariff Commission, United States Tariff Com-

mission.
Leslie A. Wheeler, Director of Foreign Agricultural Relations, Depart-

ment of Agriculture.
Alternate delegates:

E. Dana Durand, United States Tariff Commissioner, United States Tariff
Commission.

John W. Gunter, United States Treasury Representative, American Embassy,
London, England.

Robert B. Schwenger, Special Assistant to the Director, Office of Foreign
Agricultural Relations, Department of Agriculture.

Advisers:
George B. L. Arner, Economist, Department of Agriculture.
George Bronz, Assistant to the General Counsel, United States Treasury

Department.
Sol Luis Descartes, Member, Planning, Urbanizing and Zoning Board, In-

sular Government of Puerto Rico.
John A. Hopkins, Office of Foreign Agricultural Relations, Acting Head,

Latin-American Division, Department of Agriculture.
Einar .lensen, Agricultural Attach&, American Legation, Bern, Switzerland.
Paul Kaplowitz, Assistant General Counsel, United States Tariff Commis-

sion.
Edmund H. Kellogg, Specialist, Division of International Organization

Affairs, Department of State.
Donald D. Kennedy, Chief, International Resources Division, Department

of State.
Sidney J. Kennedy, United States Treasury Attache, American Embassy,

London, England.
Norris G. Kenny, Economic Analyst, War Department.
John M. Leddy, Adviser on General Commercial Policy, Department of

State.
Fred A. Motz, Agriculture Adviser, American Legation, Vienna, Austria.
Harold Neff, Special Assistant to the Under Secretary of War, War Depart-

ment.
Montell E. Ogdon, Chief, United Kingdom and Canada Section, Department

of Agriculture.
Robert P. Terrill, Associate Chief, International Resources Division, Depart-

ment of State.
W. B. Thorp, Captain, Chief, Services Division, Army and Navy Munitions

Board.

Tariff Negotiating Teams:
1. United Kingdom: Wilson T. M. Beale (Head), Assistant Chief, Division

of Commercial Policy, Department of State; Don C. Bliss, Commercial
Attache, American Embassy, London, England; Loyle A. Morrison, Chief,
Economics Division, United States Tariff Commission; Cromwell A.
Riches, Chief, United Kingdom Section, Department of Commerce;
Joe Adams Robinson, Country Specialist, Division of Commercial Policy,
Department of State.

2. Canada: Homer S. Fox (Head), Commercial Attache, American Embassy,
Ottawa, Canada; Winifred R. Maroney, Chief, Canadian Section, De-
partment of Commerce; Constant Southworth, Country Specialist,
Division of Commercial Policy, Department of State; Carl J. Whelan,
Principal Economist, United States Tariff Commission.
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3. Southern dominions: Robert M. Carr (Head), Adviser, Division of Com-
mercial Policy, Department of State; Carl E. Christopherson, Chief,
Southern Hemisphere Section, British Commonwealth Division, Depart-
ment of Commerce; Kathleen Molesworth, Second Secretary and Consul,
American Embassy, London, England; Wentworth W. Pierce, Senior
Economist, United States Tariff Commission.

4. India: Edwin G. Moline (Head), Country Specialist, Division of Com-
mercial Policy, Department of State; David Lynch, Principal Economist,
United States Tariff Commission; Joseph S. Sparks, Vice Consul,
Karachi, India; Carlton L. Wood, Chief, Asiatic-Pacific Section, De-
partment of Commerce.

5. France: Dan Reagan (Head), Commercial Attach6, American Legation,
Bern, Switzerland; Philip M. Copp, Assistant Chief, European Division,
Department of Commerce; Mary G. Crain, Research Assistant, Division
of Commercial Policy, Department of State; Willard W. Kane, Com-
modity Specialist, United States Tariff Commission; H. Arnold Quirin,
Country Specialist, Division of Commercial Policy, Department of
State.

6. Belgium and Holland: William A. Fowler (Head), Adviser to the United
States Representative (ECOSOC), Department of State; Julean
Arnold, Jr., Country Specialist, Division of Commercial Policy, De-
partment of State; Prentice N. Dean, Principal Economist, United
States Tariff Commission; Robert P. Donogh, Economic Analyst, De-
partment of Commerce.

7. China and Lebanon: Merrill C. Gay (Head), Assistant Chief, Division
of Commercial Policy, Department of State: Charles N. Henning,
Senior Economic Analyst, Department of Commerce; David Lynch,
Principal Economist, United States Tariff Commission; John F. Shaw,
Division of Commercial Policy, Department of State.

8. Czechoslovakia: Vernon L. Phelps (Head), Adviser on European Com-
mercial Affairs, Department of State; Howard F. Barker, Chief, Ac-
counting Division, United States Tariff Commission; Arley T. Caudill,
Economic Analyst, Department of Commerce; Robert Bruce Wright,-
Country Specialist, Division of Commercial Policy, Department of State.

9. Brazil and Chile: Du Wayne G. Clark (Head), Commercial Attach,
American Embassy, Rio de Janeiro, Brazil: William F. Gray, Country
Specialist, Division of Commercial Policy, Department of State; Allyn
Campbell Loosley, Principal Economist, United States Tariff Commis-
sion; Anthony J. Poirier, Specialist, Tariff and Trade Agreements,
Department of Commerce.

10. Cuba: Albert F. Nufer (Head), Counselor of Embassy for Economic
Affairs, American Embassy, Habana, Cuba; Amelia H. Hood, Mrs.,
Divisional Assistant, Division of Commercial Policy, Department of
State; Anthony B. Kenkel, Economist, United States Tariff Commis-
sion; Albert John Powers, Chief, Caribbean Section, Department of
Commerce.

11. Norway: Norman Burns (Head), Adviser, Division of Commercial Policy,
Department of State; Louis S. Ballif, Chief, Technical Service, United
States Tariff Commismdon; Harold P. Maegowan, Adviser, Trade Agree-
ment Policy, Department of Commerce; Robert Bruce Wright, Country
Specialist, Division of Commercial Policy, Department of State.

Commodity Specialists:
J. Mark Albertson, Chief, Ceramic Division, United States Tariff Commission.
W. A. Graham Clark, Chief, Textile Division, United States Tariff

Commission.
Rollin Cragg, Assistant Chief, Chemical Division, United States Tariff Com-

mission.
Oscar A. Juve, Chief, Agriculture Division, United States Tariff Commission.
F. Morton Leonard, Chief, Metals Division, United States Tariff Commission.
Walter L. Sanders, Jr., Principal Commodity Specialist, United States Tariff

Commission.
John H. Shannon, Senior Economic Analyst, Department of Commerce.
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Press officer: Roger W. Tubby, Press Officer, Department of State.
Information liaison officer: Margaret R. T. Carter, Acting Chief, Division of

Public Liaison, Department of State.
Technical secretary: J. Robert Schaetzel, Special Assistant to the Director,

Office of International Trade Policy, Department of State.
Executive secretary: Basil Capella, Division of International Conferences, De-

partment of State.

BIORGAPHIES OF MEMBERS OF DELEGATION TO THE GENEVA CONFERENCE

WLLIAm L. CLAYTON: b. near Tupelo, Miss., Feb. 7, 1880; deputy elk. and
master, Chancery Court, Jackson, Tenn., 1893-95; court reporter; secretary
1895-96; sec. to v. pres. and gen. mgr., invoice clk., asst. treasurer, treasurer, and
asst. gen. mgr. for cotton company 1896-1904; partner in cotton company 1904-18;
mem., Comm. on Cotton Distribution, War Industries Bd., 1918; chm. of bd. of
cotton company 1918-40; adviser, Office of Coordinator of Inter-Am. Affairs,
Aug.-Oct. 1940; deputy Fed. loan administrator 1940-42; asst. sec. of com. 1942-44;
surplus war-property administrator Feb.-Dec. 1944; U. S. del., United Nations
Conf. on Food and Agri., Hot Springs, Va., 1943; app. asst. sec. of state Dec. 20,
1944; mein., Secretary's Staff Comm., Dec. 20, 1944; adviser, U. S. del., Inter-Am.
Conf. on Problems of War and Peace, Mexico City, 1945; U. S. mein. of the Council,
United Nations Relief and Rehabilitation Admin., 1945-47; chm. of Exec. Comm.
on Econ. Foreign Policy Jan. 25, 1945; adviser to U. S. del., Berlin Conf., 1945;
mein., Bd. of For. Ser. Personnel, 1945-; Under Secretary of State for Econ.
Affairs, Aug. 19, 1946.

CLAIR WiLcox; b. Cuba, N. Y., Jan. 29, 1898; Coudersport (Pa.) High Sch.
grad.; U. of Pa., B. S. 1919, Ph. D. 1927; Ohio State U., M. A. 1922; instr. in econ.,
Lafayette Coll., 1919-20; asst. prof. of econ., Ohio Wesleyan U., 1920-23; instr.
in econ., U. of Pa., 1923-26; exec. sec., Pa. State Parole Commn., 1926-27; asst.
prof. of econ. 1927-29, assoc. prof. 1929-31, prof. 1931-, Swarthmore Coll.; con-
tribution editor to newspaper 1930-35; dir. of research, Nat. Commn. on Law
Observance and Enforcement, 1930-31; adviser, mein. of general code authority
and advisory council, and dir. of code admin. studies, Nat. Recovery Admin., 1934-
35; principal consulting economist, Social Security Bd., 1936-37; econ. expert,
Temp. Nat. Econ. Comm., 1939-40; consultant, Nat. Resources Planning Bd., Oct.-
Dec. 1941; price exec. in iron and steel branch and dir. of Industrial Materials
Div., Office of Price Admin., 1942-43; chm., Conf. on Price Research, Nat. Bu. of
Econ. Research, 1944-45; on editorial staff of magazine July-Oct, 1944; app.
consultant in the Dept. of State Feb. 16, 1945; dir., Office of Int. Trade Policy,
June 29, 1945; chin. first meeting of Preparatory Comm. for the International
Conf. on Trade and Employment.

WINTHROP G. BROWN; b. Seal Harbor, Maine, July 12, 1907; St. Paul's Sch.
grad.: Yale, B. A. 1929, LL. B. 1932; mein. of bar of N. Y.; law clk. 19S,2'-38,
mem. 1938-41 of legal firm; atty., Lend-Lease Admin., June-Nov. 1941; exec.
officer Harriman Mission and Mission for Econ. Affairs, London, 1941-45; app.
chief, Div. of Cml. Policy, Dept. of State, July 26, 1945; chin., Trade Agreements
Comm. 1945-; mein., Comm. for Reciprocity Information, 1945-.

JOHN W. EVANS; born in New York City in 1904; received Ph. B. at Yale
University in 1927 and M. A. at New York University in 1940. Business experi-
ence: Publicity assistant, Henry L. Doherty & Co., New York, N. Y., Sept. 1927
to Dec. 1929, wrote magazine and newspaper articles about oil and public utility
properties; Vice President, Units Service Inc., New York, N. Y., Jan. 1930 to
Sept. 1930, in charge of hiring, instructing, and managing security salesmen;
education of salesmen, qtandard Statistics Co., New York, N. Y., Jan. 1931 to
Jan. 1941, market research editor of house organ, in charge of bank relations,
economist on Latin America. Government experience: Economic specialist on
Latin America, Department of State, Aug. 1941 to Jan. 1942; ;n charge of
economic research for procurement and other policy determio>teons in South
America, Board of Economic Warfare, Washington, D. C., JIn. 1942 to July
1942; chief economist for Metals and Minerals Division, aiding in formulation
of economic policies relating to procurement, Foreign Economic Administration,
Washington, D. C., July 1942 to Feb. 1944; participated in policy determination
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and direction of procurement of raw materials abroad, including trips to foreign
countries for direction of field activities and negotiation of purchase agreements
with foreign governments, etc., Foreign Economic Administration, Feb. 1944 to
Jan. 1946; Commerce Department member of the inter-agency Trade Agreements
Committee and the Committee for Reciprocity Information, Department of Com-
merce, Jan. 1946 to present.

HAWKINS, HARRY C.; b. Reed City, Mich., Mar. 25, 1894; Reed City High Sch.;
Olivet Coll., A. B. 1917; Harvard, M. B. A. 1921; U. S. Army 1917-19, 1st Lt., over-
seas service; special agt., Dept. of Cob., 1921-22; asst. prof., U. of Va., 1922-23;
drafting officer, Dept. of State, 1924. 1927-30; app. For. Ser. officer unclass. and
v. c. of career Oct. 16, 1924; to the D~pt. Nov. 11, 1924; resigned Sept. 15, 1925;
prof., U. of Oreg., 1925-27, 1930-31; app. divisional asset, at $5,600 in the Dept.
of State Aug. 12, 1931; tech. adviser, Int. Monetary and Econ. Conf., London,
1933; asst. chief, Div. of Trade Agreements, May 27, 1935; at $6,500 Mar. 1,
1936; chief at $8,000 Aug. 1, 1936; chief, D:v. of Cml. Treaties and Agreements
July 1, 1940; mem., Comm. for Reciprocity Information, 1941-44; chief, Div. of
Cml. Policy and Agreements, Octcber 8, 1941; U. S. participant, 1st Int. Wheat
Meeting, Washington, 1941; men., Bd. of Econ. Operations, Oct. 8, 1941-June 24,
1943; at $8,250 Oct. 1, 1941; alt. mem., Inter-Am. Financial and Econ. Advisory
Comm., 1942-44; dir., Office of Econ. Affairs, Jan. 15, 1944; at $8,500 Apr. 1,
1944; v. chin., Exec. Comm. on Econ. For. Policy, June 30-Sept. 11, 1944; adviser
to U. S. del., Conversations on Petroleum, U. S. and United Kingdom. Washing-
ton, July 1944; For. Ser. officer of clas two, cons. gen., and sec. in the Diplo. Ser.
Sept. 9, 1944; couns. of emb. i)r econ. affairs at London Sept. 12, 1944, with the
rank of minister Jan. 27, 1945; member, U. S. del. Anglo-American Financial
Agreement; alt. chairman, U. S. del. 1st Mtg. of Prep. Comm. for Int'l. Conference
on Trade and Employment.

WILLIAM R. JOHNSON; date of birth, March 18, 1896; place of birth, near
Kersey, Colorado; marital status, married; two children. Education: 1925,
B. Sc. from New York University; 1935, LL. B. from George Washington Uni-
versity. Employment: August 1917 to June 1918, U. S. Army, World War I;
January 1920 to October 1930, clerk, liquidator, office of collector of customs,
New York, N. Y.; October 1930 to October 1936, attorney in Bureau of Customs;
October 1936 to March 1939, chief counsel, Bureau of Customs; March 1939 to
July 1940, Acting Deputy Commissioner of Customs; July 1940 to date, Commis-
sioner of Customs, Bureau of Customs. Foreign service: June 1938, special
mission to Goteborg and Stockholm, Sweden, on official business; October 1946,
delegate to first meeting of the Preparatory Committee for the International
Conference on Trade and Employment, London, England.

JOHN H. G. PIERSON; b. New York, N. Y., Mar. 28, 1906; B. A. Yale U., 1927;
Ph. D Yale U, 1938; teacher St. Bernard's Prep. Sch., N. Y., 1928-29; spec. asst.
to v. pres. utilities co. N. Y., 1929-33; instructor Yale U., 1933-38; Sterling
Research Fellow, 1938-39; assoc. dir., Inst. for Applied Social Analysis, sponsor-
ship of Columbia U., 1939-40; Post War Labor Problems Div., Bu. of Labor
Statistics, Dept. of Labor, 1041; app. chief, 1943-44; consultant for Bu. of Labor
Statistics on post war employment policy, 1944-46; mem. Am. Economic Assn.;
Exec. Comm. on Econ. For. Policy, 1945-; For. Invest. Policy Comm.; delegate
to London Meeting of Prep. Comm. of Int. Conf. on Trade and Employment, Oct.
1946; econ. adviser to asst. sec. of Labor, Jan. 1947-; adviser to U. S. member
on UN Econ. and Employment Commn., Jan. 1947; U. S. govt. del. to Petroleum
Indus. Comm. of ILO, Los Ang-les, Feb. 1947; published Full Employment, 1941;
articles on full employment policy; Full Employment and Free Enterprise, 1947.

OSCAR B. RYDER, Chairman, U. S. Tariff Commission; date of birth, Feb-
ruary 9, 1885; birthplace, Pamlico County, N. C. Education: B. A., M. A., Rich-
mond College; A. M., Harvard University. Service with Tariff Commission: 28
years, as commodity specialist (textiles), 1919-25; economist, 1925-33; Com-
missioner, 1934 to present. Other service: N. R. A., 1 year as Chief of Imports
Division, 1933-34; Divisions of Planning and Statistics of the Shipping Board and
War Trade Board, 1918-19.

LESLIE ALLEN WHEELER; b. Dec. 20, 1899 at Ventura, Iowa; A. B., Pomona
Coll. (Calif.) 1921; M. B. A. Harvard, 1923; special agent, U. S. Dept. of Comm.,
1923-26; agri. econ. and chief of For. Agr. Ser., Bu. of Agri. Economics, Dept. of
Agri., 1926-39; dir. of Office of For. Agricultural Relations, July 1939; mem. Bd. of
Trustees, Export-Import Bk. of Washington; chm. Jut. Wheat Council; chin.
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Int. Cotton Advisory Comm.; mem. Am. Farm Econ. Assn. Club: Cosmos (Wash-
ington, D. C.). Contributor articles on int. trade in agri. products to journals;
dpty. del. from U. S., For. Agri. Organization conf., Copenhagen, Denmark, 1946.

E. DANA DUXAND, Commissioner, U. S. Tariff Commission; date (if birth, Octo-
ber 18, 1871; birthplace, Romeo, Michigan. Education: A. B. Oberlin College;
Ph. D., Cornell University. Service with Tariff Commission; 16 years as chief
economist, 1930-35; Commissioner, 1935 to present. Other service: 22 years in
Government. Served as Director of the Census, and held posts with the Federal
Food Administration, the Bureau of Foreign and Domestic Commerce, and Com-
merce Department's division of statistical research.

JOHN WADSWORTH GUNTER; date of birth, February 17, 1914; place of birth,
Sanford, Lee County, N. C.; marital status, married; two children. Education:
1935, B. S. from University oftNorth Carolina; 1939, Al. A. from University of
North Carolina; 1942, Ph. D. from University of North Carolina. Employment:
July 1935 to December 1936, actuarial clerk with Pilot Life Insurance Co.,
Greensboro, N. C. ; December 1936 to September 1938, statistical supervisor and
administrative assistant with North Carolina State Employment Service,
Raleigh, N. C.; September 1938 to December 1940, graduate assistant and in-
structor, Department of Economics, University of North Carolina, Chapel Hill,
N. C.; December 1940 to May 1046, economic analyst, Division of Monetary
Research, Treasury Department, Washington, D. C.; May 1946 to date, U. S.
Treasury representative, Division of Monetary Research, Treasury Department,
Washington, D. C.; post of duty, London, England. Foreign service: June
1943 assigned to Ankara, Turkey as financial attachO; services available to
Office of Strategic Services; February 1944 transferred to Cairo, Egypt, to
assist on technical mission to Ethiopia and other areas; November 1944 recalled
to Washington, D. C., for consultation and reassignment; April 1946 assigned to
London, England, as U. S. Treasury representative; August 1946 as member of
western European team of United Nations Subcommission on Devastated Areas
visited Paris, Brussels, The Hague, and returned to London. Publications: Manu-
scripts at Library of University of North Carolina, The Measurements of the
Cost of Living, Factor Analysis of Commodity Price Variations.

ROBERT B. SCHWENOER; date of birth, February 27, 1906; place of birth, Fort
Wayne, Ind. Education: U. of Wisconsin, B. A., in economics, 1928; graduate
Institute of International Studies, Geneva, Switzerland; fellowship in Inter-
national Relations, 193(0-32; U. of Chicago, fellowship in International Economic
Relations, 1932-33. Highlights of past experience: Member of the Office of
Foreign Agricultural Relations and predecessor organizations, U. S. Department
of Agriculture, 1934 to date; Deputy Executive Officer for the U. S., Combined
Food Board 1932-33; asst. sec., Comm. on Int. Econ. and Soc. Cooperati in, UN
Conf. on Int. Organization, San Francisco, 1945; Sec., Fifth Meeting, Int. Cotton
Advisory Comm., Washington, D. C., 1946; Adviser to U. S. Delegate to the Int.
Wool Conversations, London, 1946 and 1947; Del. to the Prep. Comm. for the
Int. Conf. on Trade and Employment, First Session, London, 1946; Alt. Del. to
the Prep. Comm. for the Int. Conf. on Trade and Employment, Second Session to
be held in Geneva, Switzerland, beginning April 1947; Adviser to the U. S Del.,
Prep. Comm. of the FAO, Washington, 1946-47; Alt. adviser for the Dept. of
Agri. to the U. S. mem., ECOSOC, UN, 1946 to date; alt. mem. for the Dept. of
Agri., U. S. interdepartmental Exec. Comm. on Econ. For. Policy; mem. for
the Dept. of Agri., interdepartmental Comm. on Trade Barriers; alt. mem. for
the Dept., interdepartmental Comm. on Trade Agreements.

GEORGE B. L. ARNER; date of birth: October 5, 1883; place of birth: Jefferson,
Ohio. Education: Baldwin-Wallace College, B. L. 1904; Columbia University
A. M. 1906; Ph. D. 1908; Chicago School of Civics and Philanthropy, summer of
1908; University of Chicago, summer of 1909. Experience: Instructor at Prince-
ton University, 1908-09; instructor at Dartmouth College, 1909-11; research and
newspaper work, 1911-14; statistician, Ohio State Board of Health, 1914-16;
statistician, Rockefeller Foundation, 1916-17; statistician, Marine Insurance,
1917-18; statistician War Camp Community Service, 1918-20; economic re-
search, New York City, 1920-22; statistician, Bureau of Agricultural Economics,
U. S. Department of Agric., 1922-27; statistician, Pennsylvania Dept. of Health,
1927-30; population analyst, Bureau of Census, 1930-33; economist, Agricultural
Adjustment Adm., 1933-36; economist, Surplus Marketing Adm., 1936-40; econ-
,omnist, Office of Foreign Agricultural Relations, Dept. of Agriculture, 1940 to
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present; present position, head, United Kingdom and Dominions Division, Re-
gional Investigations Branch. Committee assignments: Member of the Trade
Agreements Committee as second member for the Department of Agriculture
or as alternate for the Director since 1937; member of the Committee for Reci-
procity Information; member of the Advisory Committee on Foreign Trade
Classifications; member of the Committee on Inter-American Economic Policy;
chairman of Panel C at the recent Trade Agreement hearings.

BRONz, GEORGE; date of birth: July 7, 1910; place of birth: New York, N. Y.;
marital status: married. Education: College of City of New York, 1926-29 B. S.
(cum laude) ; Columbia Law School, New York City, 1929-32 LL. B. (law review) ;
bar, New York, 1933. Employment: Prior to Treasury, 1930-33, Columbia Law
School, New York City, research assistant; 1933-35, National Recovery Adminis-
tration, attorney; 1935-39, Resettlement Adminitration and Agriculture Depart-
ment, attorney; 1939-43, Interior Department, Office of the Bituminous Coal Con-
sumers Counsel, chief legal advisor; Treasury, August 24, 1943, to present, now
special assistant to General Counsel. P-7, $9,077.25 per annum. Foreign service
or international conferences: Special mission to Siam, March-April 1946; Par-
ticipated first session of the Preparatory Committee of the United Nations Con-
ference on Trade and Employment, London, October-November 1946. Publica-
tions: None.

DESCARTES, SOL Luis; b. Aug. 1911. Graduated from U. of Puerto Rico in 1932,
B. S. in Agricultural Economics at Cornell in 1934; instructor at University of
Puerto Rico 1934-35; then went to Agricultural Experiment Station at Puerto
Rico; returned to Columbia in 1938-39 for graduate work; director of Office of
Statistics for the Government of Puerto Rico from 1940 to 1944; from 1944 to
1945 in Army; 1945 to present, member of Puerto Rico Planning Board.

JOHN ABLE HOPKINS; date of birth: April 4, 1897; place of birth: Newark,
Delaware; education: B. S., U. of Delaware, 1917; M. A., Harvard U., 1921;
Ph. D., Harvard U., 1924. High lights of past experience: Teaching and re-
search in agricultural economics at Iowa State College, Ames, September 1921
to March 1944 (except for two periods of leave noted below) ; 1 Agricultural
Adviser at American Embassy, Bogota, Colombia, March 1944 to October 1945;
Principal Agricultural Economist and Head of Latin American Division in the
Office of Foreign Agricultural Relations, United States Department of Agricul-
ture, October 1945 to present time; Secretary, U. S. Section, Mexican-United
States Agricultural Commission; visited Mexico in this capacity in December
1945; Member of Caribbean Research Council; and member of Research Com-
mittee on Agriculture, Nutrition, Fisheries and Forestry, both operating under
the Caribbean Commission.

JENSEN, EINAR; b. Copenhagen, Denmark, Jan. 3, 1896; naturalized; Royal
Agri. Coll., U. of Copenhagen; U. of Wis.; U. of Minn.; Harvard, Ph. D.; gen.
mgr. of agri. laboratories, Copenhagen; lecturer, U. of Alberta; agri. economist,
Agri. Adjustment Admin., 1933-34; analyst, Bd. of Econ. Warfare; int. commodity
specialist, Dept. of Agri.; agri. economist, United Nations Interim Commn. on
Food and Agri., 1944-45; app. agri. att. in the For. Ser. Auxiliary and assigned
at Bern Aug 14, 1945.

PAUL KAPLOWITZ, Assistant General Counsel, U. S. Tariff Commission; date
of birth, May 1, 1906; birthplace, Atlantic City, N. J. Education: LL.B., Wash-
ington College of Law; member of the Bar of the District of Columbia, and the
U. S. Court of Customs and Patent Appeals. Service with Tariff Commission:
8 years, as attorney (1939-43) ; Assistant General Counsel (1943 to present).

EDMUND HALSEY KELLOGG; b. Morristown, N. J., Mar. 8, 1912; Groton Sch.
grad.; U. of Dijon, summer 1932; Princeton, A.B. 1934; Harvard, LL.B. 1937;
mem. of bar of N. Y.; assoc. in law firm 1937-41; app. divisional asst. in Dept. of
State Nov. 10, 1941; furlough for mi. ser. June 1942-July 1944; specialist, Div.
of Interntl. Organization Affairs.

DONALD D. KENNEDY; b. Lewistown, Pa., June 9, 1900; Schenley High Sch.
grad; U. of Pittsburgh, B. S. 1920, M. A. 1922; U. of Pa., Ph. D. 1928; Sch. of

'Economist in charge of agricultural division of a study of technological changes inagriculture and their relation to labor requirements, under auspices of the National
Research Project of W. P. A., June 1936 to November 1938.

Served as Economist on industrial survey of Argentina, under Armour Research Founda-
tion of Chicago, March 1942 to December 1942.

1 1 f,
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Int. Relations, Geneva, summer 1934; U. S. Army 1918; instr., U. of Pa. 1924-26,
U. of Pittsburgh 1926-30; prof. Clarkson Coll. 1930-37, U. of Newark 1937-42;
price exec., Office of Price Admin., 1942-44; asst, gen. mgr. of steel company
1944-45; app. chief, International Resources Div., Dept. of State, May 31, 1945.

SIDNEY J. KENNEDY; date of birth, September 27, 1895; place of birth, New
York, N. Y.; marital status, married; no children. Education: 8 years common;
4 years high school; 2 years correspondence course in law, La Salle Extension
University. Employment: 1914-1916, newspaper work, New York City; 1916-
1917, electrical work, New York City; 1917-1918, clerk, War Department, Wash-
ington, D. C.; 1918 to late 1919, U. S. Army; 1919 to October 1920, clerk, War
Department, Washington, D. C.; October 1920 to June 1924, clerk, office of Col-
lector of Customs, New York City; June 1924 to June 1929, liquidator, office of
Collector of Customs, New York City; June 1929 to December 1930, customs
agent, New York City; December 1930 to December 1933; assistant collector and
collector of customs, San Juan, Puerto Rico; December 1933 to December 1936,
customs agent, making port examinations, post of duty, Washington, D. C.; De-
cember 1936 to January 1941, Treasury Attachd, London, England; February
1941 to September 1943, customs liaison officer, post of duty, Washington, D. C.;
October 1943 to August 1945, Treasury Representative in Charge, Mexico City,
Mexico; August 1945 to date, Supervising Treasury Attachd, present post of duty,
London, England. Foreign Service: December 1936 appointed Treasury Attachd,
London, England; February 1941 recalled on account of war; October 1943 ap-
pointed Treasury Representative in Charge, Mexico City, Mexico; August 1945
appointed Supervising Treasury Attache, London, England. Languages: French
and Spanish.

NORRIs G. KENNY; b. in Mich.; B. S. U. of Neb., 1923; teacher in Neb. and Mis-
souri, 1923-28; M. A. in econ. U. of Neb.; Ph. D. American U., Washington, D. C.;
tech. expert, Comm. on Interstate and For. Commerce, House of Rep., 1930; tech.
expert and economist, U. S. Tariff Commn., 1931-41; author of iron and steel
surveys, reviewer and editor of several thousand Summaries of Tariff Informa-
tion; maj. and It. col., asst. chief, Materials Div., Office of Under Sec. of War,
Deputy Chief, Conservation Branch, Production Div., Hdqrs., Army Service
Forces, 1941-45; Army Industrial Coll., 1945; research and instructor, Industrial
Coll. of the Armed Forces, June 1946.

JOHN M. LEDDY; b. Chicago, Ill., June 29, 1914; Ida M. Fisher High Sch.
(Miami Beach, Fla.), grad.; Georgetown, B. S. (For. Ser.) 1941; asst. chief,
Div. of Economic Information, Pan Am. Union, 1937-41; app. divisional asst.
in Dept. of State July 25, 1941; asst. adviser on cml. policy July 6, 1945; adviser
on gen. cml. policy, Div. of Cml. Policy, Aug. 3, 1945; U. S. rep. on Interim
Drafting Comm. of UN, 1947.

M oz, FREDERIcK ALLEN; b. Crookston, Minn., Sept. 12, 1893; Rock Island (Ill.)
High Sch. grad.; Oregon State Coll., B. S. 1917; Va. Polytech. Inst., M. S. 1929;
extension horticulturist and Prof. of horticulture, Va. Polytech. Inst., 1917-29;
prin. marketing specialist and agri. commr., 1929-39, int. commodity specialist and
chief of horticulture branch, 1942-45, Dept. of Agri.; app. agri. adviser in the
For. Ser. Auxiliary and assigned to office of U. S. political adviser on Austrian
affairs, Commanding Gen., U. S. Army Forces, Mediterranean theater, Dec. 28,
1944.

HARoLD HOPKINs NEFF; b. Harrisonburg, Va., Oct. 8, 1891; B. S., M. A., LL. B.,
U. of Va.; U. of Marburg, Germany, U. of Caen, France, 1912-13; 2nd Lt. U. S.
Army Tank Corps, A. E. F., 1917-19; practiced law in N. Y. C., 1921-24; Prof. of
Int. Law U. of Va., 1924-26; practiced law in Paris, France, 1926-30; represented
Am. interests in Europe during liquidation of Kreuger companies 1932; spec.
adviser to Dept. of State on resumption of trade with Russia, 1933; dir. of
Export-Import Bk., 1933-35; dir. of Forms and Regulations Div., SEC, 1934-38;
European Rep. and For. Expert for SEC, 1939-40; spec. asst. to Under Sec. of
War, 1941-; War Dept. rep. on Policy Comm. of Bd. of Econ. Warfare, 1942-43;
mem. Exec. Comm. for Econ. For. Policy, Trade Agreements Comm., Comm. for
Reciprocity Information; awarded Exceptional Civilian Service Award March,
1946; mem. Am. Bar Assn.; Am. Society of Int. Law, Phi Beta Kappa, Sigma
Chi; contributed various articles in Law Journals and Periodicals.

MONTELL OGDEN; Date of birth, August 15, 1902; place of birth, Douglas
County, Illinois. Education: A. B. University of Illinois, 1925; A. M., Columbia
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University, Ph. D., Columbia University, Internl. law and relations; Carnegie
Fellow in International Law. Highlights of past experience: Research Assist-
ant, College of Agriculture, University of Illinois, 1927-28; Associate Professor,
Texas Technological College, 1929-37; Professor of Government, Texas Techno-
logical College, 1937-39: Professorial Lecturer in Foreign Commerce, George
Washington University, Washington, D. C., 1946-47; Economist, Senior Analyst
in International Relations, In Charge of Foreign Trade Policies and Programs
Section, and In Charge of United Kingdom and Canada Section, Office of Foreign
Agricultural Relations, U. S. Department of Agriculture, Washington, D. C.,
1939-47; Member Interdepartmental Committees on Trade Agreements since 1941;
Member International Joint Food Committee of Combined Food Board which
went to England and Canada and prepared report on food supply levels in United
States, Canada, and United Kingdom, 1943; Representative U. S. Department of
Agriculture on Committee on Reciprocity Information Panel, January-Febru-
ary, 1947.

ROBERT P. TERRILL; b. Hastings, Nebr., Apr. 8, 1908; Santa Monica (Calif.>
High Sch. grad.; Mercersberg Acad. grad.; Stanford U., A. B. 1931, M. A. 1933,
Ph. I). 1936; instr. in econ., Stanford U., 1935-37; asst. prof. of econ.. Reed Coll.

1937-42, U. of Calif. summer 1941; divisional asst. Dept. of State 1942-44, act.
asst. chief, Commodities Div. 1944; asst. chief, 1945; Associate Chief, International
Resources Division, Oct. 20, 1946.

CAPTAIN WAKEMAN B. THORP: b. Hyde Park, Vt., June 11, 1901; grad. Lamoille
Central Academy High Sch.; Norwich U., North Field, Vt., 1916-1917; grad.
U. S. Naval Academy, 1917-1921; U. S. S. UTAH in Turret Divisions, 1921-23;
grad, Submarine School, New London, Conn., Jan-Apr. 1924; Executive Officer
and Commanding Officer of Submarine U. S. S. R.-14. 1924-1928; Commanding
Officer of Eagle 19 and shore duty at Boston Navy Yard, 1928-1930; Gunnery
Officer, Executive Officer and tem. Commanding Officer, U. S. S. V-5, 1930-33:
head of Submarine Dept. and instr. at Submarine School, New London, Conn.,
1933-15; 1st Lt. of U. S. S. OMAHA, 1935-38; grad. Army Industrial Coll., 1939;
War Plans Div. of Bu. of Ships, 1939-40; navigator, U. S. S. HOUSTON, 140-
Sept. 1941; Operations Officer, Submarine, Asiatic Fleet; Chief of Staff, Base
Force, Asiahtic Fleet; Planning and Asst. Operations Officer, Submarines, Sauth-
west Pacific, Sept. 1941-Sept. 1942; Commanding Officer, U. S. S. GRIFFIN;
Acting Commander, Submarine Squadron 12, Sept. 1942-June, 1944; Chief of
Staff, Submarines, Atlantic Fleet, 1944-1945; Commanding Officer, New Landon
Group, 16th Fleet, 1945-1946; Navy Chief of the Services Div., Army and Navy
Munitions Board, Oct. 1946-; mem. of Trade Agreements Comm., Comm. for
Reciprocity Information, Comm. on Conservation of Natural Resources, State-
War-Navy Coordinating Comm.-314, General Planning Group, Navy Dept.

WILSON T. M. BEALE, Jr.; b. July 22, 1909; Princeton, A. B. 1931; U. of Pa.,
M. B. A. 1933; Penfield Scholarship in Diplomacy, Internati6nal Affairs and
Belles Lettres, 1933-35; London School of Economics and Political Science;
grad. U. of Pa. 1935-36, 1940-41 ; econ. U. S. Tariff Comm. 1936-40, 1941-42 ; att.
Am Embs. London, Dec. 1937-Feb. 1938 adviser on U. S.-U. K. trade and tariffs;
intelligence officer, Coord. of Information, 1942; U. S. Naval Reserve 1942-45;
Adviser on Br. Commonwealth and Empire Commercial Affairs, Dept. of State,
1946; asst. chief of Col. Policy Div.

BLISS, DON CARROLL, JR.; b. Northville, Mich., July 3, 1897; Montclair (N. J.)
High Sch. grad.; Dartmouth, A. B. 1918; Amos Tuck Sch. of Admin. and Finance,
M. C. S. 1920; U. S. Naval Reserve Force 1917-19; bank student and clk. 1920-23;
elk. to cml. att. at Tokyo 1923-24; asst. trade commr. at Bombay 1924-26; at
Batavia Sept.-Dec. 1926; at Alexandria Jan.-April 1927; asst. chief, For. Ser.
Div., Bu. of For. and Dom. Com., 1927-28; app. trade commr. at Singapore Jan. 16,
1928; at Batavia Oct. 1, 1928; at Singapore Apr. 1, 1929; also cml. att. at Bang-
kok Nov. 18, 1929; cml. att. at Prague Feb. 4, 1932; to Bu. of For. and Dom.
Com. Jan. 1, 1934; act. cml. att. at The Hague July 1, 1934; at Athens, temp.,
Aug. 15, 1935; at Cairo, temp., Apr. 1, 1936; trade commr. at Paris, temp., June 1,
1936; trade commr. at Calcutta Dec. 1, 1938; For. Ser. officer of class four July 1,
1939; cons. and sec. in the Diplo. Ser. Nov. 16, 1939; cons. at Calcutta Dec. 29,
1939; at London Apr. 7, 1941 (canceled) ; act. cml. att. at London July 7, 1941;
class three Aug. 16, 1941; cml. att. at London Apr. 15, 1943; class two Nov. I&
1943.
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LoYLE A. MoRRisox, Chief, Economics Division, U. S. Tariff Commission;
date of birth, March 16, 1895; birthplace, Ardoch, N. D. Education: B. A.,
M. A., University of British Columbia; Ph. D., University of Calitornia. Service
with Tariff Commission: 12 1% years, as economist (1934-37) ; assistant chief
of Economics Division (1937-41) ; adviser on Nontariff Trade Barriers (1941-43) ;
Chief of Economics Division (1943 to present). Alternate member on Joint
Economic Committee, U. S -Canada; U. S. Executive Secretary of the U. S.-
Canadian Materials Coordinating Committee; Economic adviser to U. N. Commit-
tee. Service in World War I.

CROMWELL A. RICHES, Chief, United Kingdom Section, British Commonwealth
Division; born, Portland, Oregon, November 26, 1903. Education: Reed College
1921-25, A. B., 1925; Columbia University, 1925-26( A. M., 1926; Johns Hopkins
University, 1930-33, Ph. D., 1933: London School of Economics, 1936-37, as
Carnegie Fellow. Experience, Government and Professional: Instructor, Assist-
ant Professor, Associate Professor of Political Science, successively, Goucher
College, 1927-42; Economic Analyst, British Empire Unit, Bureau of Foreign and
Domestic Commerce, Dept. of Commerce, January, 1942-Mar. 1943; Fiscal
Analyst. Bureau of Budget, Mar. 1943-Oct. 1945'; Chief, Middle East Section,
Brit. Commonwealth Divis., Bur. of For. and Dom. Com., Oct. 1945-May, 1946;
Chief, U. K. Section, Office of International Trade. Dept. of Commerce, May
1946-present. Military Service: Lt., U. S. Navy, Apr. 1943-Oct. 1945; atten.
Navy School of Mil. Gov. and Administra., Columbia U., July 1943-Febr. 1944;
Navy Memb. of Planning Com. European Adv. Commis., London, Mar. 1944-Aug.
1945; received Navy Commendation Award from Admiral Harold R. Stark, Aug.
1945. Foreign Residence and Travel: England, May, 1936-Sept. 1937, while
studying at London School of Economics; France, Switzerland, Germany,
Netherlands, briefly, in 1936; England, Feb. 1944-Aug. 1945, while in military
service. Publications: The Unanimity Rule and the League of Nations, Johns
Hopkins Press, 1933; Majority Rule in International Organization, Johns Hop-
kins Press, 1940; articles and reviews on economic and political subjects in
Foreign Commerce Weekly, American Political Science Review, Annals and in
various other professional journals.

ROBINSON, JOE ADAMS; b. Union, S. C., April 2, 1912; Rock Hill High School,
Rock Hill, S. C., 1931; Univ. of Oklahoma, B. S. 1935; George Washington Uni-
versity, Ph. D. 1945; accountant, General Mills, Inc., 1935; accountant, Home
Owners Loan Corporation, 1935-38; examiner-auditor, Federal Home Loan
Bank Board, 1938-41; economist, U. S. Tariff Commission, 1941-42; Lt. Comdr.,
USNR, 1942-46; economic and political reporting on Latin America, Navy De-
partment, January-October 1946; country specialist, Dept. of State, 1946; married.

Fox, HOMER SHERMAN; b. Manistique, Mich., Dec. 31, 1893; Cen. Lake High Sch.
grad.; Mich. Cen. State Normal grad.; Georgetown, B. S. (For. Ser.) 1924;
teacher and principal in high scb. 1,12-14, 1915-17; U. S. Navy 1917-21, It. (jg.) ;
private employment 1914-15, 1921-22; entered Bu. of For. and Com. Com. as re-
search asst. 1922; asst. chief, Petroleum Div., 1923-24, and Minerals Div., 1925;
trade commr. at London 1926-28; asst. cml. att. at London 1929-33; asst. chief,
Div. of For. Tariffs, 1933-36; app. asst. cml. att. at London, Jan. 28, 1936; For.
Ser. officer of class four July 1, 1939; cons. and sec. in the Diplo. Ser. Nov. 16,
1939; class three Aug. 16, 1941; to the Dept. April 24, 1941 (detailed to Presi-
dent's War Relief Control Bd. July 24, 1942-Feb. 12, 1944) ; consultant on
foreign-trade protection and promotion, Div. of Cml. Policy, Apr. 28, 1944; cml.
att. at Ottawa Dec. 4, 1944; class two May 16, 1945.

WINIFRED R. MARONEY; b. Oct. 6, 1897, at Williamsport, Penn.; studied at
St. Joseph's School, Williamsport; Mt. St. Mary's Seminary, Scranton, Penn.;
and G. W. University, Wash., D. C.; Secretary for various firms in Williamsport
in 1916-17; entered Civil Serv. June 1917, clerk with Dept. of Commerce. Bureau
of Standards, 1920; subsequently with Bur. of For. and Dom. Com. as Sec. and
Regional Econ. Analyst. Chief of Canadian Sec. (now part of Areas Branch of
Office of Interna. Trade), since 1941.

CONSTANT SOUTHWORTH; b. Duluth, Minn., Aug. 12, 1894; private sch. in
Germany; Phillil s Exeter grad.: Harvard, A. B. 1915; Georgetown Sch. of
For. Ser. 1920-22; Brookings Grad. Sch. of Govt. and Econ., Ph. D. 1929; U. S.

1 On military leave, Apr. 1943-Oct. 1945.
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Army 1918, 2d It.; engineer for construction company 1915-17; econ. and
statistical research for bank 1917-20, Tariff Commn. 1920-21, Dept. of CoM.
1921-22, 1926-27, 1928-33, and Brookings Inst. 1923; asst. dir., educational
assn., 1927-28; code adviser, Nat. Recovery Admin. 1933-36; econ. analyst
1936-39 and divisional asst. 1939-41, Dept. of State; econ. analyst, Office of
Price Admin., 1941-42; app. divisional asst. Dept. of State Oct. 1, 1942; country
specialist, Div. of Cml. Policy, 1944.

CARL J. WHELAN, Economist, U. S. Tariff Commission; date of birth, Novem-
ber 19, 1895; birthplace, Island Falls, Maine. Education, A. B., A. M., Ph. D.,
Princeton University. Service with Tariff Commission: 12 years, as economist;
served on a number of interdepartmental committees dealing with economic
problems on various commodities with particular reference to products of the
metals industry. Service in World War I.

ROBERT M. CARR; b. Hubbell, Nebr., July 1, 1904; Stockton (Calif.) High Sch.
grad.; Stanford, A. B. 1926; U. of Calif., Ph. D. 1933; editorial work 1926-28;
teaching asst., U. of Calif., 1928-33; asst, prof. of economics, St. Mary's Coll.,
1934; app. economic analyst in Dept. of State 1934; tech. adviser, Inter-Amer-
ican Conf. for Maintenance of Peace, Buenos Aires, 1936; special study on effect
of int. trade on employment and wages, Int. Labor Office, Geneva, Feb.-Sept.
1939; div. asst. July 1939; detailed as asst, to asst, sec. of State Sept. 1939;
asst. chief, Div. of Cml. Treaties and Agreements, Aug. 1941; U. S. participant,
2d Int. Wheat Meeting, Washington, 1941; asst. chief, Div. of Cml. Policy and
Agreements, Oct. 1941; alt. del., Inter-Am. Coffee Bd., 1941-43; del. of U. S.
to Int. Wheat Council, Washington, 1942-44; representative, Interdept. Sugar
Policy Comm., 1942-43; asset. sec. of Tech. Secretariat, United Nations Conf.
on Food and Agri., Hot Springs, Va., 1943; asst. chief, Commodities Div., Jan.
1944; act. chief Jan. 15-Feb. 4, 1944; exec. sec., Exec. Comm. on Econ. For.
Policy, June 1944-Oct. 1946; For. Ser. Nov. 1946; detailed as adviser to Div.
of Cml. Policy Nov. 1946.

CARL E. CHrISTOHPRSON; b. Des. Moines, Iowa, Aug. 18, 1897; Drake Univ.
1923-24; G. W. Univer. 1926-27, 1928-29; newspaper work 1916-18; hydrographic
surveying and chart construction, Coast and Geodetic Survey, 1918-24; assistant
chief, 1924-26 and acting chief 1927-28, drafting division of Coast and Geodetic
Survey, Manila; also technical adviser to Philippine Govt. 1927-28; commercial
agent Chicago District Office, Bur. of For. and Dom. Com., 1928-30; appt.
Assistant Trade Commis. at Mukden, July 16, 1930; at Sydney, July 1, 1933;
Trade Commissioner at Calcutta, Sept. 20, 1933; at Shanghai February 16, 1935;
at Manila April-June 1935; to Bureau of For. and Dom. Com., Sept. 1937; chief,
Aeronautics Sect. Automotive Aeronautics Trade Div., Oct. 1937-June 1939;
For. Serv. Officer in Class VII, July 1, 1939; to the Dept. of State, Aug. 17, 1939;
chief, Whereabouts and Welfare Section, Special Division, Nov. 1939-Mar. 1941;
Consul and Secretary in the Dip. Serv. November 16, 1939; Consul at Calcutta,
Apr. 21, 1941: memb. Joint Mica Mission, 1942-43; Section Secretary and Consul
at Wellington, Aug. 28, 1943; Class VI, May 16, 1945; Class V, May 1946; assigned
to Dept. of State, May 28, 1946; to Dept. of Com., June 17, 1946, as Chief, Southern
Hemisphere Section, Brit. Commonwealth Division, Class IV, November 1946.

MOLESNwORTH, KATHLEEN; b. Montell, Tex., Dec. 7, 1895; U. of Tex., B. A. 1917,
M. B. A. 1920; secretary at U. of Tex.; elk. to cml. att. at Madrid 2 yrs.; ass't.
and act. mgr. of export dept. of business; entered Bu. of For. and Dom. Com.
Feb. 10, 1929; elk. to cml. att. at Habana 1929-30; app. asst. trade commr. at
Habana July 1, 1930; at Guatemala December 12, 1936; Foreign Ser. officer un-
class. July 1, 1939; v. c. of career and sec. in the Diplo. Ser. Nov. 16, 1939; v. c.
at Guatemala December 29, 1939; class eight Feb. 1, 1942; asst. commercial att.
at Guatemala Nov. 19, 1942; class seven Nov. 16, 1943; v. c. at Algiers Oct. 5, 1944;
class six May 16, 1945; consul at Algiers in March of 1946; second sec'y. and
consul at London June 28, 1946; class five in July of 1946.

WENTWORTH W. PETRCE, Economist, U. S. Tariff Commission; date of birth,
November 9, 1907; birthplace, Washington, D. C. Education: A.B., Lafayette
College; M. S., Georgetown School of oFreign Service. Service with Tariff Com-
mission: 8 years, as economist (1938 to present) ; served on a number of inter-
departmental committees dealing with economic problems of various commodities
with particular reference to products of the textile industry. Other service: With
Federal Power Commission, 3 years as statistical clerk and junior economist
(1935-38).
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MOLINE, EDWIN G.; b. Springfield, Mass., June 6, 1913; Cathedral High School,
grad; Holy Cross College, Worcester, Mass., A. B. 1934, American University,
Washington, D. C., 1937-38; Catholic University, Washington, D. C., M. A. 1941;
employed hotel and service station 1934-36, railway mail service 1936-37; com-
modity specialist, U. S. Tariff Commission, 1937-42; country specialist (India)
Board of Economic Warfare 1942-43; Lt. (j. g.) and Lieut. U. S. Coast Guard,
1943-45; U. S. Navy School Military Government and Administration, 1943;
overseas service (India) 1944-45; on detail to Div. Commercial Policy from
FEA Oct. 18, 1945; appointed country specialist Div. Commercial Policy, Jan.
8, 1946; married.

DAVID B. LYNCH, Economist, U. S. Tariff Commission; date of birth, Sep-
tember 21, 1902; birthplace, Verdon, South Dakota. Education: B. S. E., State
Teachers, South Dakota and M. A., University of Michigan. Service with
Tariff Commission: 5 years as Economist (1942 to present).

SPARKS, JOSEPH S. b. Indianapolis, Ind., Aug. 25, 1916; Shortridge High Sch.
grad.; tutors in French, German, and Spanish ; De Pauw, A. B. 1937; U. of South-
ern Calif., A. M. 1939; Universidad Nacional de Mexico 1941; app. clk., temp.,
at $2,000 in the Dept. of State Dec. 19, 1941 For. Ser. officer unclass., v. c. of
career, and sec. in the Diplo. Ser. Feb. 20, 1942, qualified June 5, 1942; v. c. at
Habana June 5, 1942 ; also 3d sec. at Habana Aug. 13, 1942; v. c. at Karachi Mar.
21, 1944.

CARLTON L. WOOD; b. June 21, 1911, Tacoma, Washington; Chief, Asiatic-Pa-
cific Section (India, Burma, Ceylon, Afghanistan, British Colonies in Pacific
and Africa), British Commonwealth Division, Office of International Trade, Dept.
of Commerce. Education: B. A., University of Washington, Seattle, Washing-
ton; M. A. in International Administration, Columbia University, Ph. D. in Po-
litical Economy, University of Heidelberg, Germany; special courses at Univer-
sity of Chicago. Principal fields: International Trade and Finance, Far Eastern
Relations, Colonel Administration. Professional Experience: Asst. Prof., Forman
College, Lahore, India., 1935-1938; Asst. Prof., College of Win. and Mary, Wil-
liamsburg, Virginia, 1938-1942. Head of India Section, British Empire Unit,
Bureau Foreign Domestic Commerce, 1942-1943. Military leave of absence, 1943-
1946 from Dept. of Commerce. Military Government officer in U. S. Navy, sta-
tioned in South Pacific, 1943-1946. Acting Asst. Chief of Areas Branch, OIT,
Feb.-Aug. 1946. Foreign Travel and Residence: Residence in Germany, 1932-
1934, with visits to other European countries. Residence in India, 1935-1938,
with travel in Philippine Islands, Java, Malaya, and Burma. Mill. duty in New
Caledonia, Solomon Islands, and the New Hebridges, 1944-1945. Speaking knowl-
edge of German, French, Malay, and Hindustani.

REAGAN, DANIEL J.; b. Terre Haute, Ind., Sept. 26, 1893; Normal High Sch.
grad.; Columbia, B. A. 1916; supt. of mines and mfg. plant 1912-14; sec.-treas.
of int. cml. corp. 1917; asst. mgr. of engineering corp. 1917-19; advertising mgr.
1919-23; entered Bu. of For. and Dom. Com. Apr. 1923; app. trade commr. at Paris
Aug. 16, 1924; asst. cml. att. at Paris Apr. 27, 1927; del., Int. Road Conf., Paris,
1929, First Int. Cong. of Aerial Safety, Paris, 1930; del. 6th Cong. of the Int. Assn.
of Agri. of Tropical Countries, Paris, 1931, Int. Cong. of Wood and Sylviculture,
Paris, 1931, 7th Int. Cong. of Agri. and Fisheries, Paris, 1931; observer, Int.
Cong. of Geography, Paris, 1931; cml. att. at Paris Jan. 5, 1939; For. Ser. officer
of class three July 1, 1939: cons. and sec. in the Diplo. Ser. Nov. 16, 1939; cml.
att. at Vichy, temp., Mar. 25, 1941; at Vichy Oct. 1, 1941; Am. mem., Permanent
Int. Council and Permanent Int. Comm. of Permanent Int. Assn. of Road Con-
gresses, 1940-; cml. att. at Bern Dec. 16, 1941; class two, Feb. 1, 1942; class one
July 16, 1944; to the Dept. Jan. 5, 1945; couns. of leg. for econ. affairs at Bern
Feb. 21, 1945; couns. of emb. for econ. affairs at Paris Sept. 19, 1945.

PHILIP M. Copp; b. Oct. 17, 1894, Burlington, Iowa. Harvard U., A. B. (1916);
Georgetown Univ. School of For. Serv. B. F. S. (For. Serv.) 1922. Specialized
at Harvard in languages (espec. French and Latin) ; at Georgetown studied inter-
national trade, economics, commercial and international law. Dept. of Com. 1922.
Constantly on European work, primary Latin countries of Europe and their
colonies. Experience in International Statistics, in chg. of assembling of data
for For. Commerce Yearbook from 1933-39. Publications confined to special
articles and bulletins for Bur. of For. and Dom. Com. and preparation of For.
Commerce Yearbook.
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MARY G. CRAIN; b. Ft. Screven, Ga.; Western High Sch. (D. C.) grad.; business
sch.; U. of Tex., A. B. 1935; tutor in French and music; sec. in publishing company
1939; clk-typist, Bu. of Census 1910-41; sec., Administrator of Export Control,
1941; app. elk. in Dept. of State 1941-1944; research asst. June 1, 1944.

WILLARD IV. KANE, Commodity Specialist (Lace) ; U. S. Tariff Commission;
date of birth, January 14, 1905; birthplace, Bennett, Colorado; Education: B. B. A.,
and A. B., Colorado University. Service with Tariff Commission; 121/2 years, as
statistical clerk (1934-36) ; economist (1936-39) ; commodity specialist (Lace)
1939 to present. Service in World War II.

H. ARNOLD QUInIN ; b. Manchester, N. H., July 16, 1897; Manchester High Seh.
grad.; Harvard 1916-18, 1919-20; Sorbonne 1920-23; elk. in Am emb. at Paris
1918-19; from asst. business specialist to econ. analyst, Dept. of Com. 1929-44;
app. divisional asst. Dept. of State 1944.

WILLIAii A. FoWLEn; b. Orting. Wash., Mar. 11, 1903; Whitman Coll. B. S. 1925;
U. of Oreg., M. B. A. 1927; Harvard 1931-34; grad. asst., U. of Oreg., 1925-26,
teaching fellow 1926-27, research asst. 1927-28, and assoc. prof. in for. trade
1i28-30; instr. in for. trade, Harvard, 1930-32; app. divisional asst. in Dept.
of State June 1934; econ. analyst July 1934; asst. chief, Div. of Trade Agree-
ments Aug. 1936; detailed to Buenos Aires, Montevideo and Santiago to assist
in trade agreement discussions 1939-40; asst. chief Div. of Cml. Treaties and
Agreements July 1940; asst. Chief, Div. of Cml. Policy and Agreements Oct.
1941; accompanied sec. of state to Moscow Conf. 1943; chief, Div. of Cml. Policy
Jan. 1944; chm., Trade Agreements Comm., 1944-45; mem., Comm. for Recip-
rocity Information, 1944-45; For. Ser. officer of class four, cons. of career, and
sec. in the Diplo. Ser. Apr. 1945; 2d sec. and cons. at London Apr. 1945; adviser
to U. S. del., Preparatory Comm. of United Nations, London 1945; Adviser to
the U. S. Representative (ECOSOC) May, 1946.

ARNOLD, JULEAN, JR.: b. Hankow, China, of Am. parents Oct. 8, 1914; Tamalpais
High Sch. (Calif.) and Am. Sch. (Shanghai) grad.; Pomona, B. A. 1936; Fletcher
Sch. of Law & Diplomacy (Mass.), A. M., 1938; cml. agt. NY field ofc. Dept. of
Com., 1939-41; U. S. Army 1941-46; country spec., cml. Policy Div. Dept. of
State, May, 1946-.

PRENTICE N. DEAN, Economist, U. S. Tariff Commission; date of birth, No-
vember 28, 1897; birthplace, Scranton, Pennsylvania. Education: A. B., Prince-
ton University; M. A., Beirut, Syria; Post Graduate work, Princeton University.
Service with Tariff Commission: 13 years as Economist (1934 to present).
Served on a number of interdepartmental committees dealing with economic
problems on various commodities with particular reference to products of the
chemical industry.

ROBERT P. DONOGH; b. Covington, Kentucky, Oct. 9, 1890. Grad. U. of Cin-
cinnati (Civil Engineer) 1911. Railway construction, subway design, river
and harbor work prior to World War I. U. S. Army, 1917-19, France and Ger-
many. Executive Officer, Interallied Rhineland High Commission, Coblenz,
Germany, 1919-23. Private business (importer) Paris, France, 1923-27. Whole-
sale drug firm, 1927-29. Dept. of Com. 1929, specializing in tariff and trade
agreement work. Served on various interdepartmental committees and partic-
ipated in negotiation of current trade agreements with Finland and the Nether.
lands. Regional expert, various countries of Scandinavian area since 1941.

MERRILL C. GAY; b. Fredericktown, Ohio, July 8, 1907; Elyria High Sh. grad.;
Oberlin Coll., A. B., 1929; U. of Mich., M. A. 1931; U. of Ill., Ph. D. 1936; Instr.
of econ., U. of Ill. and Mich. State Coll., 1931-39; asst. prof. of econ., U. of Md.,
1939-42; head cml. specialist, Treas. Dept., 1941-43; app. divisional asst. in
Dept. of State Mar. 1943; act. asst. chief, Div. of Cmi. Policy, Nov. 1944; asst.
chief July 1945.

CHARLES N. HENNING; b. Pittsburgh, Penn. Grad, of U. of Calif. at Los
Angeles, 1938; memb. of Phi Beta Kappa; M. A., UCLA, 1940. Teaching Asst. in
Economics and Statistics at UCLA, 1939-41 and Lecturer in Economics, 1941.
Bur. of For. and Dom. Commerce, June 1942. Specialized in study of areas in
former Japanese Empire, espec. Korea and Taiwan (Formosa), and of Far
Eastern (especially Chinese) tariffs and finance. In charge of Japan and Korea
Section, 1947 and since 1946 Acting Asst. Chief, Far Eastern Div., Office of Inter-
national Trade.
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SHAW, JOHN FREEMAN; b. Moline, Illinois, January 8, 1913; Sioux Falls (S. D.)
H'gh Sch. grad.; Sioux Falls College, BA., 1935; University (if Pnnsylkonia,
M. B. A., 1937; senior business assistant, Bureau of Foreign and Domestic Com-
merce, 1938-42: associate economic statistician, War Production Board, 1912-
1943; liaison officer, Office of Lend-Lease Administration, 1943; U. S. Naval
Reserve, assigned to Office of Chief of Naval Operations 1943-1946; country spe-
cialist, Division of Commercial Policy; married.

VERNON L. PHELPS; b. Kaneville, Ill., Oct. 21, 1900; Kaneville High Sch. grad.;
U. of Ill., B. S. 1928, M. S. 1929; research fellow, Brookings Institution, 1935-36;
U. of Pa., Ph. D. 1937; teacher in high sch. 1923-24, 1928-29; sales-promotion
work 1926-27; instr. in economics, Lafayette Coll., 1929-34; instr. in merchan-
dising, Wharton Sch., U. of Pa., 1934-35; agri. economist, Dept. of Agri., 1936-37;
app. econ. analyst in Dept. of State Oct. 1937; divisional asst. July 1939;
asst. chief, Div. of Cml. Policy, June 1944; Adviser on European Commercial
Affairs, Feb. 1946.

HOWARD F. BARKER, Chief Accountant, U. S. Tariff Commission; date of birth,
June 11. 1892; birthplace, Shell Lake, Wisconsin. Education: Graduated from
River Falls, Wisconsin State Normal School, and 3 years of special courses at
University of Minnesota, University of Wisconsin and George Washington Uni-
versity. Service with Tariff Commission: 21 years, Accountant (1923-1929 and
1932-1935) ; Chief Accountant (1935 to present). Directed cost of production
investigation on numerous commodities for several of the war agencies. Other
service: 3 years with Remington Rand, Inc. as Director of Indexing Research
(1929-1932). Service in World War I.

ARLEY T. CAUDIL: b. Bigstone, Kentucky, 1902. Attended high schools in Ken-
tucky and Wash.. D. C.: special courses at G. W. U. and Berlitz School of Lan-
guages, L. L. B. from Southeastern University Law School, Wash., D. C.; mem-
ber of District of Columbia Bar. Foreign Tariffs Division, Bur. of For. and
Dom. Commerce, 1930, as specialist on Central European tariffs; in 1941 assigned
to Eurcpean Division as economic analyst, specializing on Central European
countries.

ROBERT BRUCE WRIGHT: b. Manila, P. I., June 18, 1917; Meadville High Sch.
grad.; Nichols Prep. Sch.; Allegheny Coll., A. B. 1940; Fletcher S-h. of Law and
Diplomacy, M. A. 1941, M. A. L. D. 1942; grad. asst., Tufts Coll., 1942; air-intelli-
gence specialist, War Dept., 1942-45; app. country specialist in Dept. of State,
1945.

CLARK, DUIVAYNE G.; b. Charles City, Iowa, Feb. 27, 1903; Santa Ana (Calif.)
High Sch. grad.; Stanford, (A. B. 1925; Georgetown Sch. of For. Set. 1925-26;
George Washington U. 1926-27; entered Bu. of For. and Dom. Com. Sept. 1,
1927; asst. trade commr. at Johannesburg Aug. 1, 1929; to Philadelphia dist. office
Nov. 20, 1933; asst. trade commr. at Buenos Aires Aug. 27, 1934; trade commr. at
Buenos Aires Dec. 16, 1935; asst. cml. att. at Buenos Aires Aug. 10, 1936; to Bu.
of For. and Dom. Com. Jan. 1, 1938; trade commr. at Paris May 16, 1938; asst.
cml. att. at Madrid (San Sebastian) June 7, 1939; For. Ser. officer of class six
July 1, 1939; asst. cml. att. at Madrid Sept. 9, 1939; cons. and sec. in the Diplo.
Ser. Nov. 16, 1939; cml. Att. at Asuncion Jan. 8, 1942; class five Oct. 20, 1942;
cons. at Sao Paulo May 2, 1944; cml. att. at Rio de Janeiro Apr. 21, 1945; class
four May 16, 1945.

WrLLIAm F. GRAY; b. Charleston, S. C., Mar. 7, 1912; Durham (N. C.) High
Sch. grad.; Duke U., A. B. 1941; Fletcher Sch. of Law and Diplomacy, M. A. 1942;
Am. U. 1944-45; elk. and cost accountant for tobacco company 1934-40; license
officer and chief of unit, For. Econ. Admin., 1942-44; app. country specialist in
Dept. of State Dec. 1944.

ALLYN C. LooSLEY, Economist, U. S. Tariff Commission; date of birth, January
22, 1904; birthplace, Chicago, Illinois. Education: B. S., M. A., Ph. D., Univer-
sity of California. Service with Tariff Commission: 8 years as Economist (1938
to present).

ANTHONY J. POIRIER; Born at Shediac, N. B., Canada, October 11, 1897. At-
tended St. Mary's College; School of Foreign Service, Georgetown University,
Washington, D. C. (Special Certificate in Foreign Service) ; National University
of Mexico, Mexico City; and Literary University of Seville, Seville, Spain; served
overseas in 23rd U. S. Infantry, 1917-18, and was wounded in action June 6, 1918,
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at Belleau Wood; entered the service of the Bureau of Foreign and Domestic
Commerce in 1922 and except for the years 1924-27 has continued to serve as
specialist in Latin American tariffs and customs regulations; from 1924-27 was
in the employ of the General Motors Corporation in New York, the Travel Depart-
ment of the Equitable Trust Company in Paris, France, the Ford Motor Company
in Bordeaux and Paris, France, and the Ford Motor Company in New Jersey;
visited Cuba and Mexico in 1922, Spain, France, Belgium, Wales, and England in
1923, and France, Belgium, Germany, and England in 1936; has served on inter-
departmental committees for consideration of trade agreements with Latin Amer-
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The CHAIRMAN. It came to my attention that at Geneva almost every
other important bargaining power had at its elbow the benefit of
counsel from the industry affected. It was stated that we repelled
that sort of advice and did not want businessmen over there at all, and
that some of them were very peremptorily treated when they arrived
on the scene.

Mr. CLAYTON. Mr. Chairman, I was at Geneva practically through-
out. I had to make a few trips to other places during the conference.
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I know of only one case of an attorney representing some interest in
the United States who came over and wished to get information as to
what was going on. We told him we could not tell him what we were
proposing to do in the way of tariff cuts on commodities. We made
that very clear to him. He was treated always with the greatest
courtesy, and I told him myself that whenever he wanted to talk to
anybody. connected with the United States delegation to see Mr. Brown
or see me, and we would always be glad to talk to him and hear any-
thing that he had to say.

The CHAIRMAN. Did you advise, or did you invite American in-
dustries that might be affected to send counsel teams to Geneva to
counsel with your various negotiating teams?

Mr. CLAYTON. No, sir; we did not, and if any of them had con-
sulted us on the matter, we would have advised them not to do it,
because we gave every opportunity before we left for all interested
parties to be heard, to make their views known, to file their briefs
and to come in person and testify. Opportunity was afforded for
that. Nothing was to be gained by having them at Geneva, because
the decisions had been made at the time we went to Geneva, and to have
them there would only have confused matters and would not have been
of any assistance whatever to us and have been of no help to them.

The CHAIRMAN. But the foreign countries apparently thought
otherwise because their teams were counselled by representatives of
the businesses affected.

Mr. CLAYTON. I know of three or four out of the 20-some-odd who
were there of which that was true. It may be that in their delega-
tion they might have had some officials of their governments who
had had business experience. That I don't know. In practically
every case they were government people without businessmen to
advise. There were two or three cases where they did have business-
men to advise them.

The CHAIRMAN. You thought it better to negotiate the subject in
vacuo, as it were?

Mr. CLAYTON. No, sir; not at all. We did not do it in vacuo at all.
We held these hearings before going to Geneva, and every interested
party had an opportunity to come and present his views. We had a
mass of information. We had a mass of opinions, an enormous record
of them.

The CHAIRMAN. Mr. Clayton, the interested parties did not have
the figures at which you were shooting?

Mr. CLAYTON. He couldn't have had, Senator, because-
The CHAIRMAN. He could have had if he had been at Geneva to

see what you were shooting at.
Mr. CLAYTON. He couldn't get it from us. Some of them tried. At

least one of them tried, but he didn't succeed.
The CHAIRMAN. That is exactly what I am talking about.
Mr. CLAYTON. He should not have had it, because we were conduct-

ing a negotiation there, a trade across the table with other people who
were interested in getting from us everything that they could. They
would have liked to have known how far we could go in every case.
They would have liked to have had that information. It would have
been useful to them. But they didn't have it. I am reminded of the
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farmer boy who went to town with a calf to sell. The butcher said,
"How much do you want for that calf, son?"

The boy said, "Well, Pa told me to get $10 for him if I could and if
not to sell him for $5."

We didn't want these people that we were negotiating with to have
any information about how far we could go, what our p rice was. As
a matter of fact, Senator, we did not know ourselves. We know how
far we would go, of course, but we didn't know at what point we were
going to tradebecause it depended on what we could get from the other
fellow.

The CHAIRMAN. You have stated the whole case. Right now I
think you have stated the whole case. Your last 20 words state the
whole case.

Mr. CLAYTON. I don't quite understand what you mean.
The CHAIRMAN. Mr. Reporter, read the last few words of the

witness.
The REPORTER (reading):
We didn't want these people that we were negotiating with to have any infor-

mation about how far we could go, what our price was. As a matter of fact,
Senator, we did not know ourselves. We knew how far we would go, of course,
but we didn't know at what point we were going to trade because it depended on
what we could get from the other fellow.

The CHAIRMAN. How can you protect American industry if you go
into a trade on that kind of basis?

Mr. CLAYTON. Because, as I said in those last 20 words, we had the
limit beyond which we wouldn't go because the President had approved
that. We wouldn't go below that limit. We might not go that far.

The CHAIRMAN. When you decided how far, the exact point, no
disclosure of the selling price of the calf could possibly help anybody,
would it not have been helpful to have called in the representative of
the industry affected and say, "Here is the figure that we are going to
close on unless you can show us a darned good reason why we should
not."

Wouldn't that have been helpful?
Mr. CLAYTON. We had all his reason before, Mr. Chairman.
The CHAIRMAN. But he did not know the exact figure.
Mr. CLAYTON. He didn't know, but we knew and we had his views,

his opinions, his judgment, his papers, his documents, his proofs,
everything that he wanted to give us.

The CHAIRMAN. Besides a lot of water was over the wheel between
the time you heard them before those panels and the time you made
the deals at Geneva.

Mr. CLAYTON. Not so long.
The CHAIRMAN. Not so short, either, as time goes in business.
Mr. CLAYTON. About 4 months. That was all, about 4 months.

From the time we started to negotiate, 4 months from the end of the
hearings until we started to negotiate.

Senator LucAs. Had all those businessmen been over there you
would not be back yet.

Mr. CLAYTON. I must correct myself. It was 7 months.
The CHAIRMAN. It may be carrying coals to Newcastle, but if you

take a look at your price increases in this country, your cost indices and
everything else over that period of 7 months, you will then be able to
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determine whether the situation was the same then as it was at the
time you heard these people before the panels.

Mr. CLAYTON. You can't start all over on some slight change, Mr.
Chairman. There was not any very great rise in the Labor Depart-
ment's index of the cost of living in those 7 months.

The CHAIRMAN. Your variations in exchange during those 7 months
were enormous.

Mr. CLAYTON. What kind of exchange?
The CHAIRMAN. Money.
Mr. CLAYTON. That had very little to do with it.
The CHAIRMAN. That has nothing to do with this subject?
Mr. CLAYTON. Very little to do with it. For example, the French

exchange was the one that fluctuated the greatest in that period and
the last 2 or 3 years of any of the large countries. The British didn't
fluctuate at all. The Italian didn't fluctuate as much as the French.
We found that whenever the French exchange was changed officially
by the Government, it was to meet a condition that had arisen and not
to create a condition.

The CHAIRMAN. I understand that. That does not eliminate the
condition, either.

Mr. CLAYTON. But it was to meet a condition and not to create one.
The depreciation in the real value of the franc, the buying value of the
franc, in France, came much quicker than they could meet it by official
action of the authorities.

The CHAIRMAN. Mr. Clayton, you would not say that the variations
in the exchange have no relation to tariff agreements?

Mr. CLAYTON. Very little, very little.
The CHAIRMAN. My, how this story has changed. When we were

figuring on Bretton Woods and measures for stabilizing money we
were told that this was an absolutely vital thing in connection with
our tariff agreements that we made.

Mr. CLAYTON. Yes; I think it was vital.
The CHAIRMAN. Now it has become a very inconsequential affair.
Mr. CLAYTON. Certainly, in the present state of the world and the

enormous demand for goods and the inability of the productive facili-
ties of the world to furnish the goods in most cases equal to the demand,
fhe question of exchange rates has extremely little to do with the
matter of tariffs. Certainly, in the case of the French where, as I say,
there was the greatest deterioration, if you look at the figures of the
imports into the United States from France-I have them here-
over that whole period of time, with the constant depreciation of the
French franc, the imports went down. They didn't go up.

The CHAIRMAN. If the exchange rate is not important, then is it not
obvious that the tariff rate itself is not important?

Mr. CLAYTON. Certainly, the tariff rate is important.
The CHAIRMAN. They are both tied together, so far as a conduct of

business is concerned.
Mr. CLAYTON. The tariff rate is extremely important in several re-

spects, but certainly one as to which you will agree immediately I am
sure, and that is as to the cost of the consumer in the United States.

The CHAIRMAN. Oh, yes; and everywhere.
Mr. CLAYTON. Everywhere.
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The CHAIRMAN. If the dollar will buy 40 francs today, and next
month will buy 10( francs, and next month 150 francs, and the next
month 75 francs, does that not have an obvious impact on our trade
agreements with France?

Mr. CLAYTON. It has had extremely little, for the reason that the
fluctuation in the cost of goods in France went right along with that
change in the franc. So, translated into terms of United States dol-
lars, there was no difference.

The CHAIRMAN. Yes; but what about the American goods? They
did not correspond to the fluctuation in the franc.

Mr. CLAYTON. No the American goods didn't. But the cost of
French goods. Presumably, if the franc is worth, say, 50 to the dollar,
and within 2 or 3 weeks or a month it goes to 100 to the dollar, the
presumption is that that will greatly stimulate or enable French pro-
ducers to increase their exports to the United States because they can
now get 100 francs to the dollar, and instead of 50, as they did a few
weeks ago. It wasn't true at all. The very opposite happened, for the
simple reason, Senator, that the price of the goods in France-wages
and the cost of production-went up faster than the franc went down.

The CHAIRMAN. But when you translate that into the dollar at
this end of the game, is it not quite obvious that the number of francs
that you can buy for the dollar has a direct impact on the trade?

Mr. CLAYTON. No, sir; not at all, for the reason that I have men-
tioned, that as the franc depreciated in France, the cost of goods
went up even faster.

The CHAIRMAN. Mr. Clayton, this is a two-way road. We are
exporting and we are importing.

Mr. CLAYTON. That is right.
The CHAIRMAN. Do you mean to tell me that I, as an exporter to

France, am not concerned with the number of francs I can get for my
dollar?

Mr. CLAYTON. You are only concerned with what the bank in New
York will give you for your francs.

The CHAIRMAN. That is not the whole story. That is the measur-
ing stick.

Mr. CLAYTON. The point, Senator, is that the price of goods in
France went up much faster than the franc depreciated, and what
you are principally interested in in the depreciation of foreign moneys
is the benefit or advantage that that will give the foreign country in
the sale of its goods to the United States and other foreign desti-
nations.

The CHAIRMAN. And the exporter in the United States has a
direct interest in that. You put half of your argument, at least,
or three-fourths of your argument on the benefits to the exporter.

Mr. CLAYTON. There is very little connection, certainly under pres-
ent conditions, to the depreciation of the French franc and the volume
of export and import trade. I will say to you that for a long time
while the French Government held the franc at 119 to the dollar,
which they did for a considerable period of time when the real
market was 250, more than double, for a considerable period of time
when they held it at that, which meant that a producer in France in
trying to sell goods into the United States would get only 119 francs
for a dollar when he exported goods to the United States. When
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really the real market was 250 and the cost of the goods, of producing
them, was on the level of 250, it just eliminated, almost, exports to
the United States.

For that reason, the French Government changed it to 214 to the
dollar.

The CIIAIRMAN. All that you are saying demonstrates the impor-
tant relations of exchange to exports and imports.

Mr. CLAYTON. To having the exchange real and not artificial.
Senator, this is a highly complicated and, technical question. I
happen to have a good deal of experience in it.

The CHAIR-AN. I know you do.
Mr. CLAYTON. I would like to make this clear. Sometimes a for-

eign country will depreciate its exchange. It has been known in the
past, certainly between the two world wars, that a foreign country
would depreciate its exchange for the very purpose of trying to get
an advantage in selling its goods in the markets of the world. For a
short period of time that device might be effective. If they depre-
ciated their exchange consciously below its real value, in effect what
it is, is cutting wages without telling the laborer that his wage has
been cut.

The CHAIRMAN. And raising or lowering tariffs. You recognize
that in your ITO agreements themselves.

Mr. CLAYTON. You are quite right. But my point is that that has
not been the situation with respect to foreign exchanges in the recent
past, and particularly not with respect to some of the principal pro-
ducing countries, like Italy and England and France. In the case
of France, as I have pointed out, the real market rate of the franc went
down much faster than the official rate, and it was just the opposite
of the situation that I have presented to you that some foreign country
sometimes will send the official rate down faster than the market rate
in order to get an advantage in the exportation of their goods. That
was not true in France.

I do insist that the action of the principal competitors of the United
States abroad, that is, the industrial countries, their actions postwar
vis-a-vis their exchange rates, have had no motive of trying to increase
their exports to the United States anywhere else, because they have
held those rates artificially low persistently and consistently since the
end of the war. They have been held artificially low.

The CHAIRMAN. As to ECA, we are sending a vast sum of money
over there to rehabilitate the industries of those countries; is that
correct?

Mr. CLAYTON. Yes, sir.
The CHAIRMAN. We are encouraging the formation of local tariff

leagues.
Mr. CLAYTON. We have encouraged the formation of customs

unions; yes, sir.
The CHAIRMAN. What effect will that have on our exportation in

the future? Assuming that they become effective, assuming that we
rehabilitate their industry or they, together with our aid, rehabilitate
their own industry and are able to supply their old markets and are
able to overcome their own obsolescences and are really able to get
going as a healthy economic state, and assuming that these customs
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unions that we are promoting become effective, what effect will that
have on our exportation?

Mr. CLAYTON. I think that should be a very favorable effect for
the simple reason that if you can make the assumptions that you
have indicated, that whole area would become prosperous again and
self-contained in the sense that they could pay their own way; they
would have a higher standard of living than if an opposite situation
existed and would be able to buy more of our goods. That would be
my view.

The CHAIRMAN. Their purpose would be to build up their own
industries and to supply their own needs, would it not?

Mr. CLAYTON. Yes, but they cannot supply many of their own
needs.

The CHAIRMAN. There would be a selective trade after that.
Mr. CLAYTON. We have found, Senator, and I think it is perfectly

reasonable, that our greatest markets from this country are to the
highly industrialized countries, for the simple reason that those highly
developed countries have a higher standard of living, and their
people have more desires for things, and they have the ability with
which to satisfy them. So, they become better customers of ours
than poorly developed countries which have a lower standard of
living.

I feel very definitely that it is in our interest, that it is in our own
selfish interest, to hope that every section of the world will in time
be prosperous and will be able to develop on economical grounds
whatever industries and production its own situation may justify.'

The CHAIRMAN. I think that is a very worthy goal, and I suggest
to you that as these nations build up and are able to supply their own
needs and as they are able nationally or by groups to protect them-
selves tariff-wise, in the end we will come down to some sort of selective
tariff system.

Mr. CLAYTON. That is what I hope we have today. That is what
we have tried to develop in the reciprocal trade agreements program.
Our action in respect to tariffs under that program has been highly
selective. I would like to give an example of what we hope can
be done in Europe. As you know, before the war there were certain
countries over there that had exorbitant tariffs on the importation of
wheat. I will name three. Germany had the highest, Italy had the
next, and France had the next. That was done in the case of Germany
and Italy in order that they might get ready for war and be more
or less self-sufficient in respect of food. The tariff was simply exorbi-
tant, and the price of bread in Germany and in Italy was much higher
than in the United States.

We are hoping that in the postwar economy we can prevent the
recurrence of that. We of course would like to see these countries
produce whatever what they can produce economically and effi-
ciently, but when it comes to the stimulation of extra wheat produc-
tion by raising the price two or three times, we are against that and
we will try to prevent it. I hope that in the next two or three decades
the United States, with its highly efficient mass-production methods
of wheat, with mechanized farming on a large scale, will be able to
supply a great deal more of the wheat of those countries than we
didbefore the war.
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The CHAIRMAN. Our world leadership, then, in these matters con-
sists of urging an economic rehabilitation that will lead to greater
self-sufficiency of these foreign countries and that they protect them-
selves mutually by customs leagues.

Mr. CLAYTON. Self-sufficiency in the best sense, not in the sense of
man-created self-sufficiency by high protection, certainly not, but self-
sufficiency in the sense that they develop those industries -and those eco-
nomic activities that are properly related to the country and to the
people.

The CHAIRMAN. That is right. Therefore, that world leadership
would not be affected by anything that is in this bill. How would our
world leadership be affected by what is in the bill, except for the argu-
ment of what the other fellow will think? That reminds me that one
time I was riding in -an elevator, and there was a sign there which
said, "Don't worry about what the other fellow is thinking about you.
He is worrying about what you are thinking about him."

Mr. CLAYTON. Senator, the main thing is what we think about our-
selves.

The CHAIRMAN. I agree.
Mr. CLAYTON. If we pass a bill here that will have the effect of

emasculating this program, of debilitating it and weakening it to the
point that it will not be an effective instrument of our foreign economic
policy, we will know that. Nobody will have to tell us. We will
know it, and the whole world will know it. If we do that, we lose
our leadership.

The CHAIRMAN. No one would suggest doing that.
Mr. CLAYTON. I think this bill does it.
The CHAIRMAN. I mean that is where the difference of opinion

comes.
Mr. CLAYTON. Yes; that is right. I think this bill does it.
Senator GEORGE. Before you leave the question of the customs agree-

ments, the primary purpose of the customs unions that we have heard
about recently is to break down the arbitrary restrictions imposed be-
tween the states themselves in Europe

Mr. CLAYTON. Certainly.
Senator GEORGE. In a very general way, of course, the whole pros-

perity is affected by how far they can reach a more liberal basis on
which to do business with one another.

Mr. CLAYTON. I think that is right. I have often expressed the
opinion that Europe will never recover to a point where they can pro-
vide a decent standard of living for their people and be independent
financially of the rest of the world until they substantially lower the
barriers to trade that exist in what I call these little water-tight
economic compartments that they operate in over there. You get in
an airplane and in a few hours you pass over half a dozen borders,
whereas if you are on the surface of the ground you have a customs
house that you have to go through. All the goods that travel among
the countries are subjected to all kinds of hampering delays and
charges. People, of course, go through the same process. Until they
break down some of those things, I don't think that Europe in these
modern times can recover to the point that the people will have a
decent standard of living.

The CHAIRMAN. Are there any further quetsions?
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Senator LUCAS. I want to ask one or two questions, Mr. Chairman.
Am I correct in my understanding of this bill that the Commission

would have to satisfy itself in advance as to whether a serious injury
or threat of injury would result to an industry in this country?

Ai'. CL-\YTON. That is right.
Senator LUCAs. According to your testimony, that becomes almost

all impossibility, if previous experience in that line of work is a
criterion or precedeiit to follow.

Alr. CLAYTON. I think it dops to the point that all their decisions
would be made in favor of protection and the net result would be that
we would get no reductions. We might get some advances in tariff,
but few, if any, reductions.

S-nator LUcA\s. Under that theory there could be no calculated
risks.

Mr. CLAYTON. I don't think there could be under the language of
the bill.

Senator LUcAs. That is right, but there is at the present time, under
the trade-agreements policy that you have been following.

Mr. CLAYTON. That is right.
Senator LUcAs. That is one of the great distinctions, as I see it.
Mr. CLAYTON. It is.
Senator LUCAS. Do you agree with me that an unsympathetic ad-

ministration of the present trade-agreements program could practi-
cally nullify it?

ir. CLAYTON. They could if they acted absolutely contrary to public
opinion, but I think that public opinion would catch up with them
awfully quick.

Senator LUCAS. The point I was going to make follows. It would
have to be open and unmistakably clear in order to do it, and public
opinion would catch up with them; but under the present bill they
could do it and stand on the provisions of the bill and advise the people
that Congress provided the very thing they were doing.

Mr. CLAYTON. That is right.
Senator LUCAS. I am glad you agree with me on that because that

is exactly the way I see this situation.
Let me ask you one other question: How many nations partici-

pated in that Geneva Conference?
Mr. CLAYTON. Twenty-three.
Senator LUCAS. How many multilateral trade agreements were

agreed upon there?
Mr. CLAYTON. It was 120, wasn't it?
Mr. BRowN. Yes; there was about that number of separate nego-

tiations.
Mr. CLAYTON. There were about 120 separate negotiations, which

were all incorporated into the one multilateral agreement.
Senator LUcAs. What is going to happen under the theory that

was presented by this Government, should we adopt this bill, if the
nations that participated in this conference should take the same
position on it that you do?

Mr. CLAYTON. Of course, Senator Lucas, the Geneva agreement
stands unless something like-

Senator LucAs. I understand that. I am not talking about the
Geneva agreement. I am talking about the attitude of these nations
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so far as the future is concerned, should we adopt this bill and they
believe that we are going backward instead of forward with respect
to world trade.

Mr. CLAYTON. I think the effect on them would be very bad, I think
it would be extremely bad, because the whole world since the end of
the war has acted under our leadership to try to prevent happening
exactly what happened between the two world wars, after the First
World War, which was a tendency on the part of everybody to go
to autarchy and economic nationalism. We have taken the leader-
ship. We took it during the war in the Atlantic agreement and in
article 7 of the lend-lease agreements. We started even then to try
to lay the ground work of a liberal international economic policy in
which we would take the leadership in the United States. We fol-
lowed up immediately after the war that ground work. We have
been consistent throughout in it, and if now we take action which
gives other countries cause to believe that we are hesitating or that
we are going the other way, the effect on world opinion will be ex-
tremely bad. We certainly would lose our leadership in that field.

Senator LUCAS. I certainly concur in that, because for 13 years we
have dedicated the economic leadership of this country to a liberal
policy as far as trade with the world is concerned. We may disagree
upon what the meaning of this bill is, but if there is a disagreement
on the meaning of this bill and the disagreement is to the end that
we go backward instead of forward, it seems to me we cancel out all
the good we have accomplished in the international trade field over
the past 13 years. I am sure you agree with me.

Mr. CLAYTON. We are in grave danger of doing just that.
Senator LUCAS. If this bill should become law, is it not a fact that

it would impede or cripple any future trade agreements that we
might try to negotiate with other countries?

Mr. CLAYTON. Yes. I think if this bill should become law, we will
not be able in the future to make any trade agreement of any signifi-
cance with any country under this bill.

Senator LUCAS. What about it if we extend it only 1 year, as has
been proposed?

Mr. CLAYTON. That would have a very bad effect on the whole
world, on our own people in this country and abroad, because it would
show a hesitation. Nobody has been able to show any serious defect
in the present bill or in the procedures that we take under it. The
world knows that. That being the case, everybody would wonder why
you would extend it for only 1 year. Is it so that in case there should
be a change in administration, perhaps next year, the whole thing can
be scuttled?

Senator LUCAS. To me that is extremely important. The next ques-
tion I was getting around to was whether or not there has been any
case made that any industry has had serious or threatened injury under
the reciprocal trade agreements.

Mr. CLAYTON. Not one serious case of which I am aware. In the
hearings before the House subcommittee, which lasted about a week,
we had numerous witnesses testifying against the act and against the
procedures and the administration under it, and not one single one
was able to show any serious injury, that any serious injury had been
caused to any American producer.
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Senator LUCAS. With that statement of fact, I confess it is difficult
for me to understand what all of this shouting is about, unless there
is a basic philosophy involved here which seeks to go back to the old
reactionary days of the high-tariff policy in this country. That is all
I can see in this in view of the statement that there is absolutely no
complaint by any industry in this country that the reciprocal-trade
program has seriously threatened an economic injury to any great
industry in America today.

Mr. CLAYTON. There has been no evidence of that kind.
The CHAIRMAN. Mr. Clayton, there is not any danger in a long

fuse on a bomb until it goes off. It has been suggested if we do not
adhere to the standard that would prevent injury to American indus-
try, that if we dilute that standard with a lot of other standards, some
day if we ever return to anything resembling normality in trade, that
bomb will go off. Then public opinion that we have been discussing
would also make itself felt.

Senator LUCAS. I want to make one further statement. You spoke
of a bill that has been introduced in the House of Representatives,
known as the Gearhart bill, H. R. 6379. There is also one in the
Senate by Senator Malone, known as S. 2582. These two bills, as I
understand it, are identical. Their provisions, in line with the tariff
philosophy of their authors, would undo all that has been accomplished
under the Trade Agreements Act.

Mr. CLAYTON. That is as I understand the purpose of the two
bills.

The CHAIRMAN. The bills have not been acted on in either committee
in either House of Congress, have they?

Senator LUCAs. They have not, that is true. I only cite the two bills
to prove the point that I made a while ago that there are certainly
Members of Congress who believe in, sabotaging the trade agreements
from beginning to end and starting on a new theory.

Mr. CLAYTON. I think there is some significance in the fact that in
the House the author of H. R. 6379 is the same as the author of H. R.
6556.

The CHAIRMAN. The bill has not been acted on either in committee
or in the House.

Mr. CLAYTON. I believe not. It just shows the intent and the
purposes of the parties.

The CHAIRMAN. It shows the intent and purposes of two people.
Mr. CLAYTON. Perhaps.
Senator GEORGE. It shows at least the mental attitude that they

have.
The CHAIRMAN. It has not been carried any further than that.
As to world leadership, Mr. Clayton, I think a fairly good argument

can be made for the proposition that unless we keep our domestic
industry healthy, we cannot keep our world leadership very long,
and if you slight the test of avoiding injury to American industry,
pretty soon the economy will not be healthy and you will not have any
world leadership because a considerable part of our world leadership
depends on the candy stick.

Mr. CLAYTON. Mr. Chairman, that has two aspects in my mind.
One is that there is no intention to take any action which would im-
pair the health of any industry in the United States. The second is
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that if perhaps we have some industries in the United States that
depend upon tariff protection for their volume and for their prosperity,
we also have many industries in the United States which depend for
their volume and their prosperity on the number of people they can
employ on their export trade.

The CHArRMAN. Let me ask you, what is the role of the exporter in
these panel hearings? What does he bring to those panel hearings?

Mr. CLAYTON. The people who are interested in obtaining conces-
sions on commodities which they export come in and present certain
facts and information which are of use and value to the committee.

The CHAIRMAN. When you get over to Geneva, do you have any
counseling teams of American exporters there?

Mr. CLAYTON. Oh, no, sir, we didn't have any American business
interests there at all. We did have-

The CHAIRMAN. Either exporter or importer?
Mr. CLAYTON. No; none of any kind. At Habana we did have an

advisory group of American business, labor, and agriculture, in the
charter negotiations; but in Geneva in the tariff negotiations, it is
not our custom to have any advisers in the negotiations themselves,
because to do so would bring about utter confusion and pulling and
hauling and all sorts of things which would gravely interfere with
the negotiations and in all probability destroy them entirely.

The CHAIRMAN. I suggest there is no reason that that should be
so, and I suggest there is no reason that you should make an academic
exercise out of your tariff negotiations.

Mr. CLAYTON. We don't make an academic exercise out of it, because
we previously have full consultation with all interested parties.

The CHAIRMAN. There you are at grips with your competitor. You
are in there,' and the fellow who knows the most about it is the Amer-
ican exporter or importer, and he is at home, while these inexperienced
negotiators are at Geneva.

Mr. CLAYTON. We have all the information that this American
exporter or importer could give us prior to going.

The CHAMMAN. It all comes up to that final moment of grapple
with your competitor, and at that moment you have no assistance
except that which you can get out of the list of people that you will
find in the record when it is put in there.

Mr. CLAYTON. On the basis of the information that we got from
the interested parties before we went to Geneva, we made up our
minds as to how far we could go in giving concessions in the tariff
on these imported commodities, and we traded within that limit.
That decision was made immediately after the hearings in Washing-
ton and before we went to Geneva.

The CHAIRMAN. I think you have made that phase of it very clear.
Senator Butler?

Senator BUTLER. No more.
The CHAIRMAN. Any further questions, Senator George?
Senator GEORGE. I did want to ask one question. I believe you said

that we had negotiated trade agreements with 42 countries since
the passage of the act.

Mr. CLAYTON. There are 42 that we now have agreements with.
Senator GEORGE. They do include the important producing and

industrial countries?
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Mr. CLAYTON. Yes, sir.
Senator GEORGE. It is true, is it not, that we might have occasion,

some substantial reason, to reexamine existing treaties between some
of these countries?

Mr. CLAYTON. Yes, sir, we certainly would. Conditions arise from
time to time that make it necessary to renegotiate all or certain aspects
of an agreement.

Senator GEORGE. That is short of any effort to use the escape
clause.

Mr. CLAYTON. Yes, sir, it is. We are now engaged in a renegotia-
tion of the Mexican agreement. Those situations arise constantly.

The CHAIRMAN. Mr. Clayton, without taking time in this proceed-
ing to go into that Mexican matter, we have had lots of complaints on
that, and I have transmitted some of them to you, and I have had
your replies. I wonder if you would make and put in the record a
complete statement of the Mexican treaty situation.

Mr. CLAYTON. Yes, sir; we would be very glad to do that.
(Mr. Clayton subsequently supplied the following information:)

REVISION OF UNITED STATES-MEXICAN TRADE AGREEMENT

Negotiations for the revision of schedule I of the trade agreement between the
United States and Mexico are now under way at Mexico City. Schedule I covers
tariff concessions on imports into Mexico from the United States.

Background information regarding these negotiations is as follows:
1. Several times during 1945 and 146 the Mexican Government suggested revi-

sion of the trade agreement of December 1fV42 with the United States, stating
that circumstances since signature had thrown the benefits out of balance to
Mexico's disadvantage.

2. In 19417, the Mexican Government, impelled by circumstances and after con-
sultation with this Government in the cases where it was required, took various
steps to restrict imports.

3. The circumstances impelling this action were-
(a) A marked and continuing decline in Mexico's foreign exchange reserve

largely due to an adverse trade balance with the United States contrary to the
prewar situation.

(b) Strong domestic pressure for increased tariffs-
i. To protect war-born industries;
ii. To encourage economic development;
iii. To change the specific duties to compound duties equivalent on an, ad

valorem basis to those applying when the agreement was signed in 1942.
4. The principal steps taken by Mexico were-
(") A prohibition. in July 1947, against imports of a wide range of nonessen-

tial goods including some items in the trade agreement with the United States.
(b) A change, in November 1947, to the ad valorem equivalent of the duty in

1942 or higher, of the rates of duty on some 5,000 items not in the trade agree-
ment.

5. In December 1947 it became evident that Mexico would raise the duty on
items in the trade agreement. At this point the United States-

(a) Could have announced its intention of denouncing the agreement in the
event of such action by Mexico, or

(b) Could have sought a solution to the problem through negotiation and agree-
ment.

6. Denunciation of the agreement-
(a) Would have resulted in a major, and it is believed, unnecessary breach in

United States economic relations with Mexico.
(b) Would have lost for the United States the opportunity to influence the

amount by which Mexico would increase rates and to obtain compensation for
such increases by further bargaining.

Nor.-1 peso = $0.2065.
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7. Therefore, after full consideration by the interdepartmental trade-agree-
ments organization of all phases of the problem, and with over-all United States-
Mexico relations in mind, the United States agreed to provisional increases in
duties on trade agreement items to levels equivalent, on an ad valorem basis, to
those provided in the trade agreement when it first came into effect. In return
Mexico agreed to negotiations intended to restore the balance in the agreement
through revision of the new Mexican rates on items not now in the agreement.

8. If a satisfactory adjustment of Mexican tariff rates should prove impossible
to negotiate, the United States is not precluded from seeking agreement on the
basis of withdrawing concessions previously made by this country to Mexico, or
from terminating the agreement in accordance with its provisions.

Senator BUTLER. Mr. Clayton, you mentioned a moment ago that
they took no specialists or representatives of trade to the Geneva
Conference, but that they did to the meeting in Havana.

Mr. CLAYTON. Yes, sir.
Senator BUTLER. May I ask how they were selected for the Havana

meeting?
Mr. CLAYTON. We invited representatives of the three principal

farm organizations-the Grange, the American Farm Bureau Federa-
tion, and the Farmers Union-to send representatives; we invited the
CIO and the A. F. of L. to send representatives, and they did so; and
:we invited the United States Chamber of Commerce, the National
Association of Manufacturers, and the National Foreign Trade Coun-
cil, those three, to send representatives, and they did so. We used the
pattern, Senator Butler, that we used at the Chapultepec Conference
in Mexico City, which worked out very well.

Senator BUTLER. I wonder why it would not have worked similarly
at the Geneva Conference.

Mr. CLAYTON. Because at Geneva we were trading, and trading on
rates that inevitably some of these advisers might have had a personal
interest in. The nature of the transactions was just such that we could
not do it. At Havana we did no trading on tariff rates at all. That
subject did not arise. We were trying to agree on the provisions of
a charter for an International Trade Organization. The same was
true at Mexico City. We had no trading at that conference on tariff
rates.

Senator LUCAS. What is the life of these 42 trade agreements, Mr.
Clayton?

Mr. CLAYTON. They generally run for 3 years from date, with a
provision that they can be terminated thereafter upon 6 months' notice.
In that way, unless notice is given, it runs on and on.

Senator LUCAS. What would happen, for instance, if you should
terminate the agreements entirely by an act of Congress.

Mr. CLAYTON. If we should terminate the agreements, we would go
right back to the Smoot-Hawley rates.

Senator LUCAS. These agreements that we have would be automat-
ically cancelled.

Mr. CLAYTON. If a bill of this kind is passed, it would terminate
all of them.

Senator LUCAS. I did not say this bill.
Mr. CLAYTON. I mean like H. R. 6579, if a bill of that kind should

be passed. The purpose of that bill and the Malone bill is to terminate
all existing agreements. In that case the tariff rates of the United
States would go right back to Smoot-Hawley.
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The CHAIRMAN. I think it should be made very clear that we are
not talking about the bill which is before the committee.

Mr. CLAYTON. That is right.
Senator LUCAS. Yes. I merely asked that question. I wanted to

get that information on the record. In any event, if the trade agree-
ments were terminated entirely under any legislation, they would
be automatically canceled, and we would revert to the Smoot-Hawley
tariff rates.

Mr. CLAYTON. That is right.
The CHAIRnAN. Thank you very much, Mr. Clayton.
Mr. CLAYTON. Thank you, Mr. Chairman.
The CHAIRMAN. Mr. Russell Smith? Mr. Smith, will you identify

yourself to the reporter, please?

STATEMENT OF RUSSELL SMITH, LEGISLATIVE SECRETARY,
NATIONAL FARMERS UNION, WASHINGTON, D. C.

Mr. SMITH. My name is Russell Smith. I am the legislative secre-
tary of the National Farmers Union, located in Washington, D. C.

The National Farmers Union has staunchly supported the present
program of negotiating reciprocal trade agreements for many years,
and indeed only about a fortnight ago I appeared before the House
Ways and Means Committee to endorse the Doughton bill calling for a
3-year extension of the act, without amendment. At that time I gave
the views of our organization in some detail. There appears, there-
fore, little reason to burden the record of this hearing with repetition
of those arguments, particularly in view of the limited time available
for hearings and, for that matter, for action by the Senate.

In brief, the National Farmers Union believes that the existing sys-
tem has proved its worth, and the fact that Congress repeatedly has
extended the act governing it indicates in itself the desirability of the
program. We strongly oppose a return to the old practice of piecemeal
writing of tariff acts in Congress, believing it a wasteful time-consum-
ing process, attended by the evils of log-rolling and special interest
pressures that have illustrated the history of such legislation in the
past. We believe few Members of Congress who have suffered through
such a process would wish to return to it today.

But, apart from this history, there are cogent and powerful reasons
why it would be particularly unwise for Congress now to weaen
the act. We have just taken the leadership among the nations pf the
world in reducing barriers to trade, through the reciprocal trade
agreements at Geneva last winter and formulation of a charter for
an International Trade Organization, as well as in launching the
European recovery program. To turn our backs upon a course look-
ing toward peaceful, expanding trade, and to return to the paths of
extreme protectionism down which we led the world in the days of the
Smoot-Hawley tariff bill would be a heavy and damaging blpw at
world recovery and at prospects for enduring peace.

Agriculture has a special interest here. Many of the great staple
products of American farms need overseas markets, markets that have
been and are being supplied by grants and loans of American dollars.
This cannot continue indefinitely. Unless we progress toward revived

11 I
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trade, unless we allow pther nations to acquire dollars with which to
buy from us, sooner or later American farmers will find themselves
cramped back into patterns of restriction that inevitably will mean
reduced income.

There is a more technical reason, however, for our advocacy of
extension of the act without amendment. Under the bill passed by the
House, the Tariff Commission would become, in effect, the sole arbiter
in the handling of agricultural matters involved in trade agreements.
Other departments and agencies of the Government would appear be-
fore it to argue for this or that schedule, including the Department of
Agriculture.

This constitutes a radical revision of the existing arrangement,
under which the Department of Agriculture is an important and co-
equal partner with other agencies represented on the two committees
that perform these functions. One of these groups is the Committee
for Reciprocity Information, the other the Interdepartmental Com-
mittee on Trade Agreements. The former hears petitions, complaints,
and criticisms concerning the agreements, the latter decides the issues
raised.

In this whole process, the Department of Agriculture plays a lively
and functioning part. It takes part in reaching the decisions as well
as taking the evidence, and in this process the special knowledge of
farmers' problems possessed by its representatives can be of very great
importance, so far as agriculture is concerned. Under the House-
approved bill, on the other hand, the Department could appear be-
fore the Tariff Commission only as a supplicant.

Let me insert parenthetically, Senator, that you have now exactly
that condition in relation to freight rates, and the appearance of the
Department of Agriculture before the Interstate Commerce Commis-
sion certainly has not worked very well.

The CHAIRMAN. There is nothing in the bill, I suggest, that would
prevent the Department of Agriculture's advising the President di-
rectly or giving its advice to the Tariff Commission.

Mr. SMITH. No, sir; but there seems to be general agreement that
the effect of the bill is to give the Tariff Commission an appeal over
the head of any other agency, not only of the President, to the Congress.

The CHAIRMAN. I think you are inaccurate there. The President
would be in complete authority to take his advice from any agency
of the Government that he wanted to. He could continue the inter-
departmental committee by his own Executive order. He is the one
who judges the weight of the evidence that is put before him.

Mr. SMITH. In that event, I can see no particular reason for the
denomination of the Tariff Commission throughout the bill. It seems
to me there must be some reason for that.

The CHAIMAN. Except that the words, "Tariff Commission," in-
dicate that they are specialists in tariff matters. If you want a
plumber, you get a plumber. He may take some advice from some-
body, but you get a plumber if you want a plumbing job done.

Mr. SMITH. We do not believe this arrangement will be to the best
interests either of farmers or of the Nation as a whole.

Finally, I should like to make the point that the 1-year extension
proposed in the House bill creates uncertainty in a world where cer-

76984-48-----7
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tainty is a crying need. The Senate now has before one of its com-
mittees and will, we hope, shortly consider the international wheat
agreement. That agreement would cover a 5-year period.

In the slow, painful process of rehabilitating a world torn by the
greatest of all wars, it is going to be necessary to give all peoples as
much assurance of stability as possible. We believe that approval of
the wheat agreement and extension of the Trade Agreements Act
for 3 years are the kind of actions most needed now, and that the
world will hail joyfully American leadership in such undertakings.
Accordingly, we urge the committe to approve extension of the act
for 3 years, without amendment.

I thank you.
The CHAIRMAN. Thank you very much for coming, Mr. Smith.
Mr. Lloyd Klenert, who was scheduled to appear this morning, found

it impossible to stay over until this afternoon. Therefore we will
include the statement he intended to make at this point in the record.

(The statement follows:)

STATEMENT BY LLOYD KLENFRT, INTERNATIONAL SECRETARY-TREASUTRER, UNITED
TEXTILE WORKERS OF AMERICA

The United Textile Workers of America, AFL, which I have the honor to
represent, believes in and supports the Reciprocal Trade Agreements Act. At
our recent tenth biennial convention in this city at the Hotel Statler, we passed
a resolution which gives "unqualified support to the renewal of the Trade Agree-
ments Act and urgently requests the Congress to take steps to renew the act
without crippling amendments." I emphasize the last three words-without
crippling amendments.

Our organization has every good reason to urge that the policies enunciated
by this act be continued as the basis for the development of our trade relations
with foreign nations. For the operation of the act has resulted in the expansion
of foreign markets for the products of the United States and we have been among
its direct beneficiaries. In taking this position, we are in accord with the stand
of the American Federation of Labor which, in 1943, stated its support of recipro-
cal trade in unequivocal terms.

We support the renewal of the powers delegated in this Act because it will
enable us to expand our foreign trade-and expanded foreign trade will mean
an increase in jobs. We believe this is an elementary economic proposition for
under reciprocal trade our importation of foreign commodities enables foreign
countries, in turn, to purchase our American goods. Every exported American
porduct means jobs for American workingmen and prosperous economic condi-
tions for our country.

The converse is true, too. Trade barriers impede not only trade, not only
international prosperity, but internal prosperity as well. Let us look at Europe.
There we see a continent of small states, small sovereign nations. In Europe,
in an hour's drive, you can come to a new country and there you will find trade
barriers. These countries sit in their own little kingdoms and put barriers up
against each other. These trade barriers have not increased the well-being of
the European people; have not increased the welfare of the European people.
On the contrary, the barriers further hostility, suspicion, bad faith, economic
competition.

When such a situation exists in this country between labor and management,
we have industrial disputes-strikes. Such strikes occur also on the interna-
tional scene; only we call it war. The ppolitical and economic situation in the
world today is so precarious that failure by us to. continue the American policy of
reciprocal trade, without equivocal procedures, will indeed increase suspicions
of our intentions by our friends and allies; it will increase present-day tensions;
and it will upset our foreign policy which is based upon building peace firmly on
stable economies which can maintain and support democratic governments in
Europe.

As members of organized labor, we especially appreciate the basic approach of
the Reciprocal Trade Act. We are organized for the purpose of collective bar-
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gaining, which is really just another name for reciprocity. Reciprocity, under
this act, merely attempts to institute the principles of collective bargaining on
a world-wide basis, between nation and nation, in matters affecting international
trading relations. It is an evolutionary, gradual process to lower trade bars in
a reciprocal way, in a two-way street; in other words, to bargain. It means,
essentially, that we will let the barriers down on this side provided country X
will let the barriers down on that side, just as we work when we and our em-
ployers get around the conference table. Reciprocal trade is indeed international
collective bargaining.

Our union is in an industry which faces foreign competition from England,
from other countries on the continent of Europe and from the Orient. Yet we
know that our industry has nothing to fear from the textile industries of those
countries. I have been to Europe and I have seen, for example, the British
textile industry. It is inefficient ; its machinery is old ; its processes are out-
dated: the productivity per worker is low. They do not know the "round-the-
clock" production methods we use here. We are not afraid of their competition
with our modern methods and our new and constantly improving machinery.

There was a time when our industry, the textile industry, had the protection
of a high tariff. This was especially true during the period of the twenties and
right up to the enactment of the Reciprocal Trade Act. And what were our con-
ditions in the textile industry? Why, throughout that period the textile industry
was a sick industry, a problem industry. We workers suffered especially. When,
we had a higher tariff on textiles, our wages were among the lowest for all,
industrial workers. Textile workers did not have enough money to buy a suit
of clothes, even though they produced the textiles out of which the clothes were
made. We had unsteady and irregular employment. We continually faced
speed-ups and stretch-outs.

Today, after operating, under the Reciprocal Trade Act for over 10 years, our
industry is no longer a sick industry. Indeed, it is one of the most prosperous
industries in the country. Our workers now receive among the highest wages
for industrial workers. We no longer fear unemployment. We just can't pro-
duce enough textiles to meet the demands of the American public and the demands
of international trade.

All this does not mean that there is no need for protective measures and that
we favor dropping all our tariff bars tomorrow. That is where reciprocity repre-
sents a practical procedure-it is not all-or-nothing: it represents the gradual
approach to freer trade by a gradual adjustment of tariffs and trade barriers
through international collective bargaining. This is not mere theory. It is
exactly what happened in our experience. In those lines, where our products had
to meet competition from unfair foreign production, that is, products produced by
substandard labor or through unfair subsidization, etc., the machinery of the
act was there to defend American industry and labor. But we are not afraid
of fair competition-we welcome it. The world thrives on expanded trade and
competition-fair competition-is still the life of trade. Not merely in the United
States but also in the whole world.

That is why our organization is back of the Reciprocal Trade Act's renewal-
The changes proposed by the House bill would undermine the proven procedure.
Resort to the Tariff Commission would be an unwholesome reminder to the world
of our isolationist Smoot-Hawley tariff days. Any attempt to eliminate executive
discretion within standards set down by Congress in the act would be interpreted
by the nations abroad as a warning that we will make agreements "with our
tongues in our cheek," as every agreement will be a political football in Congress
for special interests. The 1-year extension provision is a perfect illustration ; as
the bulk of its proponents want that clause in the hope that this year's election
will result in a high-tariff Congress, which, in an off year like 1949, can without
fear of political repercussions let the Reciprocal Agreements Act go into the
discard. The other nations know that, just as we do.

This country had the foresight to launch the gigantic ERP to rebuild the shat-
tered economy of Europe and restore world economic health, for their good and
ours. I, for one, was proud of that. Now, this House bill threatens to withdraw
with our left hand what we offered with our right hand. Frankly, that simply
doesn't make sense. More -important even, it doesn't make for international peace
and cooperation.

If we are eveZ to achieve peace and unity for this country, we have to learn to
work with the other nations of the world. If we have to sit down at the confer-
ence table with other nations of the world, as our unions do when they meet the
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employers across the conference table, we must be able to meet them on a
reciprocal basis. We cannot have the iron hand in the kid glove and say, "We
have to have this done for our Nation and in return we will do nothing for you."
That doesn't work in labor relations and won't work in international relations
either.

We therefore urge that the Reciprocal Trade Agreements Act be renewed as an
essential not only of economic prosperity and peace for our country, but of the
successful solution of the great political and economic difficulties that plague our
war-torn world.

The CHAIRMAN. A number of letters, statements, and telegrams were
submitted for the record. They will be inserted at this point.

(The letters, statements, and telegrams referred to follow:)

STATEMENT OF THE AMERICAN ASSOCIATION OF UNIVERSITY WOMEN

The American Association of University Women wishes to bring to the attention
of the Finance Committee of the Senate the support of the Reciprocal Trade Agree-
ments Act which the AAUW has given that program consistently since its
inception.

The AAUW has over 96,000 members, organized in 1,044 branches, scattered
throughout the 48 States and the Territories of the Union. The association
sponsors serious study and analysis of the problems confronting the United States
in its relations with other nations, giving support to those measures which, in its
considered judgment, are essential to the continued well-being of the United States.

The principle of the reciprocal trade agreements has been.on the study agenda
of the AAUW, and has been approved for legislative support, since the inception
of the program. It has been thoroughly examined. The operation of this prin-
ciple after the enactment of appropriate legislation by the Congress has been
carefully observed and analyzed. It is not without significance, therefore, that
the first biennial convention of the AAUW, held in April 1947 at Dallas, Tex.,
again voted to support the principle of reciprocal trade agreements.

This action was taken with full awareness of the demands of the American
consumer, the need of war-expanded American business for increased markets,
and the requirements of our national defense which could not be achieved within
the framework of our national economy. It was taken in the belief that the
free flow of trade was essential to economic stability and the return of peace;
and that, in terms of the American constitutional system, the principle of
reciprocal trade agreements as it has operated in the past has given the maximum
opportunity to secure the best markets far American products and the best terms
of import for commodities required either by time American consumer or the
American businessman.

Events since April 1947 have served but to strengthen that conviction. The
debates and arguments presented before the House Ways and Means Committee
:,nd before the I-louse ot Representatives have been thoroughly reviewed, but
have disclosed no basis for change of our position. For these reasons, the Ameri-
can Association of University Women wishes to bring to your attention the
continuing support of the association of the principle of reciprocal trade agree-
ments, and urges your committee to maintain the principle of reciprocal trade
agreements as it has operated in the past.

STATEMENT OF A.L-AN B. KLINF, PRESIDENT OF THE AMERICAN FARM BUREAU
FEDERATION

The American Farm Bureau Federation favors the extension of the Reciprocal
Trade Agreements Act for a 2-year period. We believe this is an integral and
essential part of the international program of this Nation. Our organization,
with its 1,275,000 farm families in 45 S'tates and Puerto Rico, is vitally inter-
ested in developing a sound international program, one which will prevent the
chaos and anarchism which have been rampant in the world during the greater
part of the current century. This calls for courageous leadership. In our de-
mocracy the citizens look to the Congress for leadership. May they not be dis-
appointed.

Today we are engaged in an idealogical war. Many fear the basic differences
may lead to armed conflict. These differences stem largely from a difference in
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philosophy-ours which emphasizes the rights of the individual and his opportuni-
ties to engage in private enterprise, the other which holds the state supreme and
the rights of the individual secondary. Philosophies in different parts of the
world vary between these two extremes. Today many nations are in a position
to veer either way. Wars breed controls. The emergencies of wars are so urgent
that people relinquish their liberties to a centralized government. Most govern-
ments, having once obtained these powers, are reluctant to relinquish them-
some for the sheer desire for power, others because conditions resulting from
wars are so unfavorable that controls appear to be the only solution.

The country is currently spending billions of dollars with the hope of encourag-
ing nations to adopt a democratic form of government. For example, the Euro-
pean recovery program recently enacted by Congress contains provisions that
the European nations receiving the benefits of this plan must cooperate not only
within their country, but also with other nations in removing barriers to inter-
national trade. It is recognized that freer trade is essential to the economic
recovery of these nations. Perhaps it was further recognized by the Congress
of the United States that it will be very difficult to have private enterprise oper-
ating within the country if the Government arbitrarily controls foreign trade.
If we ourselves are to be consistent with the ideals we hold out to others, then
as a nation we have no alternative but to extend tile Reciprocal Trade Agree-
ments Act. We cannot lead the other nations into a freer world economy if we
do not set an example.

Today nations are choosing patterns of life and forms of government which
will affect the destiny of the world for centuries to come. Once these patterns
become set they will be difficult to change. The vital issue is the extent to
which a nation will depend upon government control and regulation, and the
extent to which private enterprise will carry on the business of the nation. We
have the opportunity to affect these decisions by our leadership in the field of
international commerce. Nationalistic trends in government often start with
controls of foreign trade. If we lessen the likelihood of controls over foreign
trade, we lessen the likelihood of government control of the domestic economy.

Since the end of the war we have expended billions of dollars in one form or
another for foreign aid. Recently the Congress of the United States passed the
European Recovery Act, which may eventually involve the expenditure of another
$17,000,000,000. Our organization has supported the United States policy in
these things. In 1947 our export of goods and services amounted to over
$19,000,000,000 worth of products from this country. Our imports amounted
to only about $8,000,000,000, leaving a deficit of around $11,000,000,000. Any
thinking person knows that this cannot continue without disastrous results.
The excess of exports over imports is a factor contributing to inflation. The
only way we have a chance ever to get paid for what we send abroad is to
develop foreign trade on a sound basis wherein the goods which we can produce
advantageously are exchanged for the things this Nation needs, which can be
produced advantageously by other countries. It is essential that we develop a
policy of supplementing our exhaustible natural resources with imports of scarce
materials in order to protect our national welfare.

The development of a sound foreign trade policy is one of the major problems
facing this Nation. We are no longer a debtor nation. We are creditors. We
must change our policy accordingly. We are no longer a nation just starting
industrial development. We are the most powerful industrial nation the world
has ever known. We must act accordingly. We are no longer a nation that
can sit on the side lines in world politics. We have grave responsibilities in
formulating world polices. We must accept these responsibilities. We simply
cannot return to economic isolationism and at the same time meet our obli-
gations as.the foremost world power.

We have not had a satisfactory foreign trade policy for at least a quarter of a
century. During World War I, we shipped large amounts of goods to our allies.
We tried to collect the war debts in dollars rather than in goods. This failed.
During the 1920's we exported goods from this Nation on a credit basis. In 1929
this came to an abrupt end. We refused to accept payments in the form of
goods. During the 1930's we accepted gold for our exports. We now hold a
large percentage of the world's gold stocks. During World War II we supplied
materials and food under lend-lease as a contribution to the war efforts of our
allies. We are now embarking upon a 5-year foreign-aid plan. This plan pro-
vides us an opportunity to get our foreign-trade house in order. We must develop
a policy of accepting goods and services from other nations in return for our
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exports. The reciprocal trade program will help to develop a self-sustaining,
mutually advantageous international trade policy.

If we repeat the mistakes of the 1920's, and maintain a false prosperity in this
countary by unsound foreign trade policies, we will be laying the groundwork for
another depression of the 1933 magnitude. If such a thing happens, it is likely
to destroy the very foundation upon which our democracy is built. This would
be very much to the liking of the enemies of democracy. In fact it is reported to
be a part of their plans and secret hopes. We cannot afford to take the chance.
We must face international trade problems realistically. Trade means exchange
of goods. It is not a one-way street.

As the president of a great farm organization, I do not propose to be a party
to sacrificing American agriculture upon the altar of trade. This program
must be equitable among all segments of our economy. I believe this can be
done. It will not be done unless we work at it. The reciprocal trade program
is one of the practical tools that can be used to promote trade without unduly
disrupting our domestic industries. It must he realized that while at one time
agricultural products accounted for over 80 percent of our exports, just prior to
World War II they amounted to only about 20 percent of our total exports. At
the same time, agricultural commodities constituted about 50 percent of our
total iniports. This is a natural tendency as a nation beomes more indus-
trialized. It suggests, however, that care must he taken to insure that the in-
terests of agriculture be given fair consideration.

We believe the reciprocal-trade program should contain certain safeguards.
One of the safeguards is the so-called escape clause, which should he included
in all trade agreements. This escape clause provides that if as a result of
unforeseen developments or concessions grnted, imports of an article have
increased to such an extent that it is causing serious injury to domestic producers,
the Government may withdraw or modify the concession.

The agreements also contain provisions for quotas which are a protection
against a flood of imports. Another protection as far as agriculture is concerned
is contained in section 22, which is an aiiendment of the Agricultural Adjust-
ment Act. This amendment gives the President authority to impose import
quotas or fees on commodities covered in the act if after investigation he deter-
mines that the importation of these commodities is hindering the satisfactory
conduct of domestic agricultural programs. Another very important protection
is that Congress has the final authority under the trade-agreements program.
It is necessary to return to Congress periodically for reenactment of trade-agree-
ments legislation, which provides a recurring opportunity to appraise the pro-
gram. This periodical review by Congress serves as a check to be sure the
trade-agreements program is administered as Congress intended.

Another reason why the members of the American Farm Bureau Federation
favor the reciprocal trade program is that they feel foreign trade can contribute
significantly to maintain domestic prosperity, which is essential to provide satis-
factory markets for agricultural products. A considerable proportion of the
workers in many of our key industries are dependent upon export markets. It
is estimated that in 1939 the percent of our total employment dependent upon
exports ranged from 8 to 23 percent in the various industries. Contrary to
popular belief, the facts also show that the protected industries are not among
those paying the highest wages to workers. Foreign trade provides an appor-
tunity for employment of a larger number of our workers in the industries
where the productivity per worker is highest, and consequently wages are the
highest.

The American farmer needs foreign markets. In 1947 the production of
agricultural products was 35 percent above the prewar level. The increase in
the production of many of oui products was much greater. During the prewar
period of 1934-38, we exported one-third or more of our production of cotton,
tobacco, and dried fruits. About 8 percent of our bread grains were exported.
In the fiscal year ended June 1947 ve exported over one-third of our production
of wheat, rice, and dried milk, between 10 and 25 percent of our production
of dried beans and peas, condensed and evaporated milk, and cheese. We also
exported between 5 and 10 percent of our production of edible fats and oils,
eggs, and fruits.

During the last year the Marshall plan, 1951-52, it is estimated that we will
be exporting nearly 24 percent of our bread grains, 19 percent of our dried fruits,
and nearly one-third of our production of cotton and tobacco. If a serious
recession in agriculture is to be avoided, it is necessary for us to develop a
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sound, long-time program whereby export markets can be maintained, especially
for those products which historically have been dependent upon foreign outlets.
Farmers know that the type of aid furnished in the Marshall plan cannot be
continued indefinitely. That is why they are so vitally interested in the re-
ciprocal trade program. Even the farmers who do not produce the export crops
have a direct interest in the maintenance of trade. If markets cannot be main-
tained for wheat, cotton, and tobacco, then these farmers have no alternative
but to turn to the production of other crops, which will compete directly with
those producers now engaged in supplying the domestic market.

In conclusion, may I again reempbasize that the American Farm Bureau
Federation earnestly requests the Congress of the United States to extend the
Trade Agreements Act for a 2-year period. We believe it is in the best interest
of our domestic economy, as well as being an absolute necessity in dealing with
the present international situation.

(Telegram]

NEW YORK, N. Y., Junie 1, 1948.

Senator EUGENE D. MILLIKIN,
Chairman, Senate Finance Committee,

Senate Office Building, Washington, D. C.:
This association urges Finance Committee's favorable action on H. R. 6556

with no changes. One-year extension of the Trade Agreements Act provides
necessary period for congressional review of entire United States foreign trade
policy and should make it probable that adequate and well considered legislation
can be enacted by the next Congress which will coordinate the several now-
pending programs. Procedures in this bill do not interfere with our foreign
relations in making trade agreements but merely changes our internal proce-
dures for consumating them and places responsibility of determining the effects
that tariff rate and regulations changes will have on United States business
with the Tariff Commission where it has always belonged. If international
considerations require disregarding the Tariff Commission's recommendations
then the Congress should share responsibility with the President as provided
in H. R. 6556. We request that this telegram be included in the records of
public hearing on the bill now being held by the Finance Committee.

AMERICAN GLASSWARE ASSOCIATION,
H. L. DILLINGHAM, Secretary.

COMMITTEE ON PUBLIC AFFAIRS,
June 1, 1948.

Mr. SHERWOOD B. STANLEY,
Clerk, Senate Finance Committee, Washington, D. C.

DEAR SIR: Replying to your telegram, advising that schedule of hearings on
H. R. 6556 had been closed but that you would be glad to insert a statement in
the record, I would advise that the Committee on Public Affairs believes that a
renewal of the reciprocal trade agreements in the same form and for a 3-year
period is essential to the restoration of world trade on a stable basis without
which the long-range objectives of the European Recovery Act cannot be
accomplished.

At a time when the restoration of confidence and cooperation throughout the
world is vital to prevent a third world war, it would be tragic if much of good
which the European Recovery Act is beginning to produce would be undermined
by a radical change in our trade-relations policy with year-to-year agreements
subject to the delays and uncertainties of congressional approval.

The removal of the Tariff Commission from the proceedings of the interdepart-
mental committee would under H. R. 6556 eliminate an important safeguard
which has in the past assured that all aspects of national interest be given full
consideration.

When one considers the previous unsatisfactory record of the Tariff Commis-
sion culminating in the Smoot-Hawley Act with retaliatory measures abroad and
stagnation of world trade in contrast to the progress in world trade under the
reciprocal trade agreements, it would appear most unwise to make any radical
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changes in the trade relations with those on whose cooperation we must count to
halt Soviet expansion.

Sincerely,
FREDERICK C. McKis,

Chairman, Committee on Public Affairs.

STATEMENT OF U. S. HALL, FARMINGTON, CONN., AUTOMOTIVE ENGINEER AND

PATENT ATTORNEY, ON THE RECIPROCAL TRADE AGREEMENT PROGRAM IN RELATION

TO BUSINESS

Your problem, today: (1) H. R. 6556, as is, or (2) amend it to continue
and improve the present reciprocal trade agreement program, and for a longer
term.

More fundamentally, to "protect," or not to "protect"-that is the question.
Whether H. R. 6556 is a better answer than the existing procedure, or a worse
one. The right answer, now, is the one most beneficial to the country as a
whole. And the pay-off comes in November.

It is easy to see how a tariff reduction might injure or close an industry we
know. Naturally we want to avoid such action, and we fly to "protect" such
an industry by keeping high tariff walls around it, but "protection" is a two-
edged sword.

Who pays the tariffs? We do. Economists, from Adam Smith to those of our
own day, agree that "protection" is phony. Tariffs add to our prices and
help to create an unnaturally high price level here, relative to the levels abroad.
In effect, by "protection," we depreciate our dollars for ourselves, and leave
them full-sized for others. Thus we upset our trade relationships, world with-
out end. We cannot get something for nothing. We make no money in com-
merce by preventing it. We pay the tariffs, thrice over-in higher prices, by
blocking our own trade, in war.

The inconsistency behind our taxation is nowhere better illustrated than
by H. R. 6556 in relation to income taxes and excises. Mr. Gearhart would
like to repeal the sixteenth amendment, believing-and rightly-that it con-
tains the poison which is killing our free-enterprise system. He would abolish
the income tax and depend on a general manufacturers' excise, thus penalizing
production. Then, in the next breath, he would "protect" production by choking
the reciprocal trade program.

Yet, is this inconsistent? As long as we tax business income, piling visible
and hidden sales taxes into every price in the land, "protection" is necessary.
But if we could all start from scratch-from the same tax-free base, with world-
wide price levels more or less in adjustment we would not cry for "protection."
With our tools (capital) and our skill, we could take on all comers in free
competition, and win on merit.

The idea that tariffs maintain high wages is a delusion. Tariffs, like strikes,
jack up the cost of living more than they raise wages, thus reducing real wages.
Both tariffs and strikes are part of the inflationary process, sucking the value
out of our dollars. Our standard of living is higher, not because of "protection,"
not because of the collectivism of organized labor, but because we have better
tools (more capital) by which we can produce more efficiently-more goods
and more services at lower prices with less human effort. More new wealth
with less work-that's what we mean by a higher standard of living. In other
words, we are happier in America because we have had, and still have, to some
extent, the capitalist system of free private ownership of the tools of production

We ought to have faith in that free system and strive to improve it. Instead,
we are taxing it out of existence. We tax, as directed by Karl Marx, to penalize
thrift and destroy free enterprise. We tax to prevent saving capital and the
increase of our tools, thus slowing the rise in our standard of living. We tax to
stop new business from starting. We tax to sabotage our defenses. We tax our
business. We tax our commerce. We tax ourselves into more and more social-
ism. The unconscious fellow-travelers are more dangerous to us than the well-
known Reds. And the most vicious fellow-traveler of them all, and the most
treacherous, is the one we begat, ourselves-that six-legged monstrosity, the in-
ternal revenue code, of which the "protective" tariff may well be the leg with
the wickedest kick.

Corporate- and personal-income taxes; social security, gift and inheritance
taxes; excise taxes and tariffs-who pays all these taxes? We do. We, the
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people, the natural persons-we pay all the taxes. We cannot "let George do it."
Business does not and cannot pay taxes. It only collects them from us. And it
always will, in spite of Vivien Kellems, bless her stout heart, who this time,
unfortunately, is battling the problem from the wrong end.

We deceive ourselves and seek to get votes with the false idea that by taxing
business profits we lighten the personal tax load. The fact is the opposite.
Taxes on corporate profits are paid by the people, by you and by me, partly in
lower wages and dividends, largely as successive sales taxes, piling up and hidden
in tax-inflated prices of food, clothing, housing, everything we buy. In taxing
profits, we hurt the little man most-we deal from the bottom of the deck.

With one hand we keep up tariffs to "protect" profits, and with the other we
confiscate profits with progressive taxation. If we would untax profits, we would
need no "protection" from the "cheap labor" abroad. We know, if we think,
that "cheap labor" is expensive. No slave labor system can compete successfully
with the production of free men working for themselves, and owning themselves
and the tools they are using. No socialized common poverty of forced labor
under "planning" and "price control" can hold a candle to what we can do as a
free people producing for profit in a free market with the incentive and responsi-
bility of private ownership.

The hard-working leaders of the Ways and Means Committee have been too
busy wrestling with a hundred tax problems to have time to stop, think, and see
in 10 minutes, the easy-the singular solution. Months of closed sessions on
corporate taxation, social security, general revision, reciprocal trade--months of
hard labor, mostly for nothing-months, which might have been saved by a sober
look at the right answer: Cut out bad taxes now and win.

Untax our business. Untax production. Make economic distribution both fair
and complete. Bring prices back to normal, and govern the price level by keeping
the rate of production of "money" in step with the rate of production of net new
wealth. Then, indeed, we shall want and need no "protection."

The economic process consists of production, distribution, and consumption.
We can produce a high standard of living for all of us. We can consume; there
are no limits to the goods and services we want. But distribution is neither
fair nor complete. Because it is not fair, we have strikes. Because it is not
complete, we go "boom and bust." Because it is neither fair nor complete, we
have to have tariffs to "protect" us from others across the seas, who similarly
stew in their own juices behind their iron curtains. "Protectioii"-its wonderful.

The trouble all starts from faulty distribution. We distribute entirely in
money. Distribution is an accounting process. Bookkeeping also reflects and
controls our human relationships-our private ownership-whether we have
slavery or freedom.

By investing your money, you own your shares of the common assets and earn-
ings of the business. You own the works, but of course, you do not own the work-
ers. You did not and cannot buy skill, or time, or the products thereof which is
life itself, for the worker cannot divest himself of this skill, his time, or his life,
to transfer them to you. He can only invest them in the business, in similar
fashion to the way you invest your money.

Wages are the price of the work done-a commodity-the product of skill
applied and time spent. Like any other price, wages are best adjusted by com-
petition in a free market, i. e. supply and demand. Wages never seem high
enough relative to prices because wages are only the cost portion of the em-
ployment relationship. Flexibility, the living element of chance, is missing.
Wages contain no equity return on the investment of the primary capital asset,
life.

By investing your life, as an employee in management or labor, you own your
personal share of the living assets of the business. You measure your personal
ownership by your production-by your wages earned You have the same
ownership rights, responsibilities, incentive, dividend, and vote, which you would
have had as a common stockholder by investing the amount of your last year's
wages in the material assets of the business.

Our failure to understand personal ownership and to acknowledge it in our
accounting and taxing systems, is the bug in our economic machine. As long as
we lack that understanding-as long as we assume that the common owner-
ship is the only ownership in the business-we are trying to operate a wage-
slave system. This is the basic cause of the labor problem. This is the reason
why the liberals think they want to jump out of the wage-slave frying pan,
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into the fire of total slavery under socialism, facism, nazism, communism-what-
ever you call it.

If we would recover from our economic sickness, we must first remove the
cause: faulty accounting practice. And it must follow, as day follows night,
that once we remove that cause by learning to keep books properly, we can,
and we shall, recover completely. We shall have no more strikes, and we shall
grade the business cycle into a highway to heights of prosperity undreamed
of in any planner's philosophy.

As we all set up our books to recognize personal ownership and to make
distribution both fair and complete, business will run with no strikes and no
depressions. In our economic republics, with the votes distributed according to
ability, we can run business directly as shareholders (instead of having to use
our political majority to drive government to control business). Bureaucracy
and socialism will dry up and blow away. Government costs will come down.

To induce all business, as of July 4, 1948, to adopt the right accounting practice,
make all business tax-exempt. Cut out the Karl Marx taxes, now. Leave the
code clean and brief, as specified by Adam Smith in 1776.

Adam Smith believed in freedom-free enterprise, free production, free com-
petition, free prices, free trade, free from taxation. In concluding The Wealth
of Nations he expressed in some of the following and many more words these
sound specifications of the ideal tax system: "The people should be taxed in
proportion to their incomes, at the time and in the manner most convenient
for them. The tax should not require a great army of officers whose salaries
would eat up the greater part of the revenues; nor should it obstruct industry;
nor discourage business from employing the multitudes; nor set up temptations
to evade, with ruinous penalties for evasion; nor require frequent and vexa-

tious examinations by tax gatherers."
"We have done those things which we ought not to have done, and we have not

done those things which we ought to have done, and there is no health in us."
Nevertheless, our code, simplified, cleansed of the Karl Marx taxes, would
become, again, the ideal tax system as specified by Adam Smith.

1. Abolish all corporate income taxation. Place all kinds of business and
Government organizations on the same lax footing-tax-exempt -in return for
using a standard system; trustee's accounting. Said the general auditor of the
Ford Motor Co.: "That's easy. We could change our accounting to that,
overnight."

Tax regulations nust define business expense, including: rent, overhead,
maintenance, reserves for depreciation and obsolescence at replacement levels,
materials, research and development, advertising, wages and salaries, travel, in-
terest, preferred dividend, etc. After expense, distribute all monetary profits,
before taxes, to the common and personal owners of the material and human as-
sets of the business, respectively, the dividend spread over the money invested
and the year's pay roll as the measure of the life invested, and payable partly
in cash and partly in new taxable securities in lieu of the cash plowed back
into the business for growth. (Payment of part of the dividend in new securi-
ties, stabilizes book value, provides for seniority and retirement, tends to de-
centralize ownership thus reversing the process of socialization, and makes
bureaucracy obsolete thus reducing the size and the cost of government.)

2. Abolish social-security taxation; unemployment, retirement, and old-age
taxation; and the millions of useless accounts. Extend direct benefits to all
who are unable to earn because of accident, disease, old age, the care of children,
or social dislocations. Thus avoid dependency allowances in taxing personal
incomes.

3. Having made the distribution of personal incomes complete and just, cut
out brackets. Abolish Marxist progressive income taxation. Return to Adam
Smith's proportional taxation. Collect, by withholding, the flat-rate tax on
gross personal incomes. Business keeps the accounts, collects the revenues, and
files the returns. Taxing the national income, the broadest tax base, permits
the lowest rate. At present a flat rate of 20 percent would bring in $44,000,000.
To govern the business cycle, make the rate automatically adjustable. If prices
are rising, raise the rate and retire the debt. If prices are falling too rapidly,
cut the rate.

4. Carry forward net capital losses. Tax net capital gains, gifts, and legacies,
as personal income, at the same flat rate.

5. Use excise taxes wisely, where the production can stand the penalty, mostly
for products of dubious social value.
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6. After untaxing our business-having thus cut the hidden sales taxes out
of our prices-untax our commerce also, toward world-wide free trade and
peace.

Untax free enterprise. Untax production. Untax our prices. Govern the
price level-then, untax our commerce. Abolish wage slavery. Enfranchise the
people in economics. Wash up bureaucracy. Stop communism. "Let freedom
ring" in the Voice of America. Push the reciprocal trade program to its ultimate
conclusion: World-wide free trade and peace. When the world becomes one big
customs union, with or without world government, war will become obsolete.
The best way to advertise and extend freedom to all mankind, is to have more
freedom at home, a free economy and free trade.

He who will use his leadership to accomplish this American program will get
all the votes in the world Worth having: the votes of all businessmen-profits
untaxed; the votes of all employees and stockholders, as each receives what he
earns, in full ; the votes of the industrious and thrifty-ability no longer discour-
aged by brackets: the votes of the enterprisers as they find venture capital for
starting new business; the votes of dependents who benefit, directly, from an
honest social-security system; the votes of all who believe in work, good sports-
manship, honesty, freedom, and life: the votes of all loyal and thinking Ameri-
cans: the votes of all men of good will.

Ask Mr. Knutson to do it now, and win in November, forever and ever. Amen.

STATEMENT BY THE NATIONAL BOARD OF THE YOUNG WOMEN'S'n CtRISTIAN ASSOCIA-
TIONS ON BEHALF CF THE RENEWAL OF THE RECIPROCAL TRADE AGREEMfENTS
PRORAm

The National Board of the Young Women's Christian Associations has sup-
ported the reciprocal trade agreements program since its inception in 1934. We
have favored each extension of the program after careful study, and have sent
informative material to YWCA's throughout the country. At the most recent
national convention of the YWCA's of the United States of America in March
1946, it was voted that:

"We will promote and support action by our Government t * * to follow
national trade policies which conform to the principles proposed as a basis for
an International Trade Organization so that there will be the freest possible
flow of trade among all nations."

We now wish to urge favorable action by the Senate Finance Committee and
by the Senate to extend the Trade Agreements Act in its present form until June
12, 1951. These are our principal reasons:

1. Since the United States is the dominant economic power in the world, our
action will set standards for world economic cooperation and development. Mu-
tual reduction of artificial trade barriers and discriminatory practices promotes
the exchange of goods: expanding multilateral trade helps each country achieve
high levels of production and consumption; good living standards are necessary
for world political stability and peace. The reciprocal trade program, although
never fully tested under normal conditions, has increased our trade with nations
participating in it. If the United States fails to extend the Trade Agreements
Act at this time, if it is restricted in its operation, or if it is extended for only
a limited period, other nations will have cause to doubt the intentions of the United
States.

2. Planning now for the return of normal conditions of trade is essential to
the successful operation of the European recovery program. The report of the
16 nations participating in that program recognizes the necessity of reducing
barriers to trade. Europe needs multilateral trade for efficient production. Al-
though at present the nations of western Europe have few goods to send us, this
is an abnormal condition. If thece nations know that they will be able to export
to us, to balance their imports when more normal conditions return, their produc-
tion and recovery will be stimulated. Otherwise, continued loans by the United
States may be needed to prevent a collapse of western E'rope.

3. The successful operation of the International Trade Organization requires
mutual and reciprocal efforts to reduce barriers to trade. Renewal of the Trade
Agreements Act will show our intentions to carry out the principles we have
espoused. This action is also needed in order to extend to other countries the
23-nation agreement on tariff reductions reached at Geneva in 1947.
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4. Our productive capacity is still being used to the full because of pent-up
demands for goods in our own country and because of the operation of the Euro-
pean recovery program. Preparation for more normal conditions should be made
now, in order to keep our future production and employment high. Large-scale
production for both domestic and foreign markets will keep our unit costs of pro-
duction low, and thereby benefit the consumer.

5. The United States needs now and will continue to need essential materials
not available in this country. These imports will help balance our exports but
will not do the whole job. Also needed are goods produced better or more effi-
ciently abroad, with concentration by American industries on their most efficient
production. This would enable American consumers to purchase goods at fair
prices.

6. The above reasons show why extension of the Trade Agreements Act will
benefit the women and girls in the YWCA. We have a vital stake as consumers
seeking high living standards, and as workers needing a high level of production
and employment. We have a deep interest in promoting the peace of the world
by every possible means. In this we are impelled to action by our duties as
American citizens, by our deep religious convictions, and by our membership in
the world-wide YWCA movement.

(The following letters, referred to by Mr. Clayton on p. 29 were
received for insertion in the record:)

THE SECRETARY OF THE TREASURY,
Washington, June 2, 1948.

Hon. EUGENE D. MILLIXIN,
Chairman, Committee on Finance,

Room 310, Senate Office Building, Washington, D. C.
MY DEAR SENATOR: Your committee has under consideration H. R. 6556, a bill

to extend the authority of the President under the Reciprocal Trade Agreements
Act (section 350 of the Tariff Act of 1930, as amended). The bill purports to
extend the reciprocal trade agreements authority in the Executive for an addi-
tional period of approximately 1 year, but in the judgment of this Department its
provisions are such as to disrupt the present smoothly operating interdepart-
mental machinery and to render the reciprocal trade agreements program
unworkable.

Under existing law, when the negotiation of a reciprocal-trade agreement is
undertaken, the procedure which is followed pursuant to Executive order is sub-
stantially this:

(1) The Tariff Commission makes an analysis of the facts pertaining to each
import item under consideration for possible concessions by the United States.
Simultaneously the Department of Commerce makes a similar factual analysis
with reference to American exports on which we seek reciprocal concessions.
While these two studies are going on, the Committee for Reciprocity Information,
made up of representatives from the Tariff Commission and the Departments of
State, Commerce, Agriculture, and the Treasury, and the National Military Estab-
lishment, holds public hearings at which the views of interested business men and
others are received regarding the proposed trade agreement.

(2) Upon the conclusion of these studies and hearings, the interdepartmental
Committee on Trade Agreements correlates and integrates the results in its item-
by-item study of the commodities under consideration for inclusion in the pro-
posed agreement. It then submits its recommendations to the President who in
turn instructs the United States representatives on the position to be taken in
the forthcoming reciprocal-trade negotiations and limits the authority of the
American negotiators therein. The membership of this interdepartmental Trade
Agreements Committee consists of representatives from the Departments of State,
Agriculture, Commerce, Labor, and the Treasury, as well as the National Mili-
tary Establishment and the Tariff Commission. It is charged by the President
with representing "the interests of American industry, labor, and farmers, and
American military, financial, and foreign policy."

Under this time-tested procedure which, in substance, has been followed since
the inception of the reciprocal trade program in 1934, a considerable number of
agreements have been successfully consummated with benefit to American indus-
try, labor, and agriculture in consonance with the military, financial, and foreign
policy of the United States. It has frequently been said, and I believe without
successful contradiction, that no American industry has been seriously injured
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as a result of trade agreements reached under the existing machinery during its
14 years of operation.

The bill before your committee would make several undesirable changes in this
procedure:

(1) It would in effect abolish the Committee for Reciprocity Information and,
according to the majority report of the Committee on Ways and Means, make
the Tariff Commission the sole agency for conducting public hearing s. Thus it
would deprive the other interested Departments both of the opportunity to par-
ticipate in taking the testimony of the trade and the public and of the responsi-
bility for judging the weight of that testimony in making the initial recommenda-
tions to the President.

(2) The bill provides that agreements containing concessions beyond the rec-
ommendations of the Tariff Commission must be placed before the Congress and
the Congress given a period of sixty days of continuous session during which to
act. This, together with the apparent requirement that the Tariff Commission
must investigate and analyze all the facts bearing on each import item under
negotiation would probably result in objectionable delays and render the prepara-
tion and negotiation of such agreements ineffective. Foreign uncertainty regard-
ing the extent of the Executive authority to grant concessions on any item
would contribute substantially to the ineffectiveness of the program.

(3) The interests of American industry, labor, and farmers and of American
military, financial, and foreign policy which now are jointly and equally the re-
sponsibility of the Trade Agreements Committee members in the negotiation of
reciprocal trade agreements would be subordinated to the two tests under which
the Tariff Commission is enjoined to carry out its functions, namely, "causing
or threatening serious injury to domestic producers of like or similar articles
or impairing the national defense." The Tariff Commission would be the sole
judge of these two tests, and having on this basis set the limits, neither the inter-
departmental committee nor the President would in practice be free to act beyond
those limits.

The foreign policy of the United States-political, economic, and ffnancial-
would in effect be disfranchised by the procedures set up in the proposed bill.

International financial policy is the responsibility of the National Advisory
Council on International Monetary and Financial Problems, an interdepartmental
body of which the Secretary of the Treasury is the chairman. The most im-
portant function of the council is to coordinate the policies and operations of
all United States agencies, as well as of our representatives on the Interna-
tional Bank and Fund, to the extent that they make or participate in the making
of foreign loans or engage in foreign financial, exchange, or monetary trans-
actions. International financial policy is intimately tied up with foreign com-
mercial policy, as the Bretton Woods Agreements Act clearly recognizes. The
successful conduct of international affairs requires maximum coordination of
financial and trade matters. Yet this bill divorces interested Government agen-
cies, such as the Treasury Department, which is charged by law with primary
responsibility for our international monetary and financial policy, from par-
ticipation in the making of the recommendations to the President which in fact
determine the content of agreement in this important phase of our international
trade policy.

It is our view that the changes proposed in this bill would so seriously hamper
the successful consummation of reciprocal trade agreements as in effect to destroy
the flexible weapon of negotiation which the Executive has had for 14 years,
and vest such powers in the Tariff Commission under narrow policy standards
as to make impossible the effective negotiation of trade agreements in the future.
Accordingly, it is the recommendation of this department that Congress sub-
stitute for this bill a simple resolution extending the existing statutory author-
ity for 3 years, a recommended by the President.

Very truly yours,
JOHN W. SNYDER.

Secretary of the Treasury.

THE SECRETARY OF DEFENSE,
Washington, June 1, 1948.

flon. EUGENE D. MILLIKIN,
Chairman, Committee on Finance, United States Senate, Washington, D. C.

DEAR SENATOR MILLIKIN: It is my understanding that the Senate is considering
H. R. 6556 which extends and changes in part the Reciprocal Trade Agreements
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Act. The National Military Establishment is of the opinion that this act should
be renewed. It is our feeling, however, that the provision of H. R. 6556 which
delegates to the United States Tariff Commission the power to fix the upper and
lower limits to the negotiated rates is unwise. National defense is given as one
of the criteria for fixing of the negotiated rates and it is our opinion that the
present arrangement which places the determination of national defense in the
hands of an interdepartmental committee, upon which the National Military
Establishment is represented, is to be preferred.

The National Military Establishment does not seek for itself the sole power
to make this determination and it does not think it appropriate that it should be
given solely to another agency not immediately concerned with national defense.

I am attaching a more detailed statement on this subject which the Munitions
Board of the National Military Establishment prepared at my request for submis-
sion to the Honorable Bertrand W. Gearhart, chairman of the Tariff Subcom-
mittee of the House Ways and Means Committee, when such committee was
considering the renewal of the Reciprocal Trade Agreements Act.

Sincerely,
(Signed) James Forrestal.
(Typed ) JAMES FORRESTAL.

Enclosure (1).

THE SECRETARY OF DEFENSE,

Washington, May 4, 1948.
Hon. BERTRAND W. GEARHART,

Chaiman, Tariff Subcommittee, House Ways and Means Committee,
House of Representatives, Washington, D. C.

DEAR MR. GEARHART: The National Military Establishment is of the opinion
that the Reciprocal Trade Agreements Act should be renewed. It is our feeling
that such, a step is in the interest of our national security, both in the immediate
and in the long-term sense.

I am attaching a more detailed statement on this subject, which the Munitions
Board of the National Military Establishment has prepared at my request.

Sincerely,
/8/ JAMES FORRESTAL.

Enclosure (1).

IMPORTANCE OF RENEWAL OF TRADE AGREEMENTS ACT IN RELATION TO NATIONAL

SECURITY

(Statement prepared by Munitions Board)

Renewal of the Reciprocal Trade Agreements Act is significant, in both inme-
diate and long-run terms, to our national security.

1. Continued authority to reduce United States tariff rates on strategic mate-
rials is essential to conserve our dwindling domestic reserves.

World War II constituted a tremendous drain on the resources of the United
States. So great was the drain that many of our resources which are abso-
lutely needed for the successful prosecution of war are seriously depleted. Our
national safety demands that materials which cannot be easily and quickly
supplied from domestic sources be stock-piled. As you know, we have developed
a stock-pile program, but it is dependent to a large extent on the development
of foreign sources of supply. Such a development not only utilizes the plentiful
resources of the other parts of the world but conserves our own resources for
use if such supplies are cut off by the exigencies of war.

Many commodities are already in short supply and desperately needed not
only for stock-piling purposes but also to take care of the needs of an industrial
machine as it struggles to fulfill its world-wide commitments.

As a corollary, the United States should attempt to secure elimination of export
tariffs or other restrictions which impede the imports of materials by us, necessary
for continued industrial operations and stock piling.

2. Continued authority to make trade agreements is important to a strong
and balanced national economy.

The NME considers that a strong industry in peacetime is its greatest defense
in time of war. Without its large industrial capacity and its large number of
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trained and skilled workers, the United States could not produce the new types
of equipment needed by the military forces with the necessary speed.

In war, the safety of the Nation is dependent on an industrial capacity, great
enough in size and of the appropriate type, that can be mobilized quickly and
effectively for the production of supplies and equipment needed by the armed
forces. The trade-agreement program places in the Nation's hands a flexible
instrument which adds to the industrial capacity of the Nation through the
development of foreign markets, and permits the strengthening of those industries
which will be most needed if war should strike.

For example, the trade-agreement program strengthens those industries sich
as the automobile industry, the machine-tool industry, and the radio industry
which are in part dependent upon a peacetime export market. Many of these
industries which normally export are of the greatest importance from a stand-
point of war potential.

There are some cases-synthetic rubber is the best example-where from a mili-
tary standpoint it is desirable to make sure that all industry survives during
peacetime to stimulate technological developments and maintain a nucleus of
management and technical skills even at some cost to our national economy.
But these exceptional cases should not be taken as the rule and the interdepart-
mental organization which administers the trade-agreement program can consider
the claims for tariff protection of each individual case.

The present shortage of dollar exchange throughout the world reduces the
ability of foreign countries to pay for our goods through normal channels. The
restoration of a better balanced world economy is, however, a most important
present goal and as that goal is approached, the continued authority to make
new trade agreements will again become increasingly important to the export
industries of the United States.

3. Continued authority to make trade agreements is an assistance to countries
attempting to maintain their independence.

The United States is at present the foremost proponent of the expansion of
multilateral world trade on a nondiscrimnatory basis. The trade-agreement
program, which allows us to offer access to our large market on better terms
in exchange for access to other markets is the chief means by which this policy
is implemented. Without it world trade might easily deteriorate into a maze of
discriminations. A healthy world economy is one of the best ways to maintain
peace.

The trade-agreement program, past, present, and continued in the future, is
thus of very considerable importance as an aid to countries who would otherwise
be easy victims of a country attempting economic expansion. Our national
security is certainly promoted by a policy which maximizes the world area which
plays the foreign-trade game according to the rules which we sponsor.

DEPARTMENT OF LABOR,

OFFICE OF THE SECRETARY,

Washington, June 2, 1948.
The Honorable EUGENE D. MILLIKIN,

Chairman, Senate Finance Committee,
Senate Office Building, Washington 25, D. C.

DEAR SENATOR MILLIKIN: The Department of Labor for years has been inter-
ested in the operation of the reciprocal trade agreements program. For over
a year, the Department of Labor has been one of the executive departments par-
ticipating directly in the program, pursuant to Executive Order 9832, dated
February 25, 1947, through the Interdepartmental Committee on Trade Agree-
ments. I am taking this occasion to communicate to you the Department's posi-
tion with respect to renewal of the Reciprocal Trade Agreements Act as pro-
posed by H. R. 6556, now pending before your committee.

Workers and their families in the United States have a basic interest in the
continuation of the trade-agreements program. High levels of world trade mean
high standards of living. One of the important reasons for our own high living
standard is the high level of trade that we maintain, without trade barriers,
among our 48 States. Downward negotiation of trade barriers, on a studied
and reciprocal basis, will encourage the healthy flow of trade on a world-wide
basis. Extension of the General Agreement on Tariffs and Trade, concluded at
Geneva on October 30, 1947, to other countries will make available to labor at
home those materials and products that can be produced most efficiently abroad,
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and will enable workers in foreign countries to continue buying what we produce
here in the United States.

In the opinion of the Department of Labor, the provisions of H. R. 6556 will
make it substantially impossible for the executive arm of the Government to
achieve any significant extension of the area of reciprocal-trade concessions.
On the one hand, the bill contracts the term of the program from 3 years to 1,
a substantial lessening of time for carrying on a process which involves nego-
tiations that require elaborate preparation and are necessarily time consuming.
On the other hand, the bill changes the procedures for the negotiation of the
agreements in such a way as inevitably to extend the time required to prepare
for and negotiate the agreements. The 1-year extension, coupled with the
change in procedure, might well make it impossible for any new agreement to be
consummated during the life of the renewal.

The procedures now in effect for the negotiation of trade agreements provide
adequate safeguards against action that will injure American interests. The
making of decisions within the interdepartmental machinery for the negotiation
of trade agreements has been cautious, even conservative, deliberate, and remark-
ably well-informed. The judgment that has been exercised in assessing the value
of foreign concessions against those which we propose to make has been expert.

H. R. 6556 would remove the Tariff Commission member from this interdepart-
mental machinery, despite the fact that the presence of the Commission member in
this judgment-making process has been important to the formulation of decisions
and of sound advice to the President As is the case in many areas, notably in the
area of labor relations, discussion around the table is an essential feature of good
decision making In the trade-agreements program, it is only by round-the-table
processes within the executive arm of the Government, among all of the agencies
interested in the program, that sound and expert recommendations can be arrived
at. There are many facets to a trade-agreement negotiation : The concessions we
make; the concessions we receive, both directly and indirectly; the provisions that
we negotiate with respect to quotas, exchange restrictions, rules of nondiscrimina-
tion, and other matters. While more weight is inevitably given to some considera-
tions than to others in an individual negotiation, all must be considered together
in the formulation of judgment on a proposed agreement. H. R. 6556 separates
one factor from the others and, by withdrawing from the committee's delibera-
tions one of the members best equipped technically, makes substantially more dif-
ficult the formulation of effective judgment on the over-all balance of an agree-
ment.

The withdrawal of the Tariff Commission member, the requirement of special
Tariff Commission procedure which would duplicate much of the work now per-
formed in each negotiation by the Committee for Reciprocity Information, and
the delays that would occur because the Tariff Commission's actions must take
place as a separate activity, duplicating but preceding the deliberations and
actions of the Trade Agreements Committee, will make it difficult for the Trade
Agreements Committee to function effectively. The Trade Agreements Com-
mittee is the only instrument in the trade agreement process in which the Depart-
ment of Labor participates. To weaken this instrument would, in our opinion,
weaken the broad base upon which the administration of the trade agreements
program now rests. The provision for Tariff Commission hearings is not a satis-
factory substitute: it does not provide adequate opportunity for consideration of
labor's stake in the tariff-setting program. The effect of our trade agreements
program upon the well-being of labor in the United States is probably the single
most important consideration in the negotiation of agreements. This is the posi-
tion that has been taken by virtually every witness who has appeared before
congressional committees on the subject of tariffs for decades. The Department
of Labor believes that the well-being of workers and their families in the United
States can best be served by extension of the present Reciprocal Trade Agreements
Act for another period of 3 years.

It has been impossible to effect clearance of this letter with the Bureau of the
Budget prior to its transmittal to you.

Yours very truly,
JoHN W. GrBsow,

Acting Secretary of Labor.

The CHAIRMfAN. We will now recess until 9; 30 in the morning.
(Whereupon, at 5 p. M., a recess was taken until 9: 30 a. m. the

following day.)
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WEDNESDAY, JUNE 2, 1948

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to adjournment, at 9: 30 a. in., in

room 312, Senate Office Building, Senator Eugene D. Millikin (chair-
man) presiding.

Present: Senators Millikin (chairman), Butler, Martin, George,
and Connally.

The CHAIRMAN. The hearing will come to order.
The first witness today is Mr. Ryder, the Chairman of the Tariff

Commission.
You may proceed, sir.

STATEMENT OF OSCAR B, RYDER, CHAIRMAN, UNITED STATES
TARIFF COMMISSION; ACCOMPANIED BY ED MARTIN, CHIEF
COUNSEL; AND BEN DORFMAN, CHIEF ECONOMIST, TARIFF
COMMISSION, WASHINGTON, D. C.

Mr. RYDER. Mr. Chairman, as I understand it, it is your desire that
I give the committee a comparison of the present procedure in making
trade agreements and the procedure required under H. R. 6556.

To begin with, I wish to state that I am always glad to appear before
the Committee on Finance as it is one of the specified duties of the
Tariff Commission to supply information to this committee. I want
to stress, however, that in appearing before you I appear entirely in
my personal capacity. I can only give my personal views and with
some of these views there might be disagreement among the members
of the Tariff Commission.

My only desire is to be as helpful to you as I can. I have prepared
only a brief statement dealing with the change in procedure required
by H- R. 6556, without going into the effect of the changes, or into any
changes in the underlying philosophy which may be involved.

For an understanding of what I have to say as to procedure, it will
be necessary to keep clearly in mind the part played by the Interde-
partmental Committee for Reciprocity Information and by the In-
terdepartmental Trade Agreements Committee and its country sub-
committees.

First, as to the Trade Agreements Committee, section 4 of the Trade
Agreement Act prescribes that before concluding any agreement un-
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der the act the President shall seek information and advice with re-
spect thereto from the United States Tariff Commission, the Depart-
ments of State, Agriculture, and Commerce, War and Navy, and from
such other sources as he may deem appropriate.

It was for the purpose of securing the required information and ad-
vice in the most effective way and at the time when it could be most
useful that the Trade Agreements Committee was established by the
Secretary of State shortly after the passage of the Trade Agreements
Act in June 1934.

In February 1947 this committee was formalized in Executive Or-
der 9832) and made to report directly to the President.

The CHAIRMAN. What comparable organization was there prior to
the organization of the Commission in its present form and under its
present authority?

Mr. RYDER. The Trade Agreements Committee was originally es-
tablished by a letter of the Secretary of State to the various depart-
ments asking each to designate someone to serve on that committee.
I am not certain whether there was any other action formalizing this
committee before Executive Order 9832.

The CHAIRMAN. Was there a predecessor commission prior to the
Tariff Commission?

Mr. RYDER. You are talking about the Tariff Commission?
The CHAIRMAN. Yes. Perhaps I misunderstood. Would you

mind reading the preceding sentence or two, Mr. Ryder?
Mr. RYDER. It was for the purpose of securing the required informa-

tion and advice as required by the act in the most effective way and
at the time that it could be most useful that the Trade Agreements
Committee was established.

The CHAIRMAN. It was my mistake. I was confusing it with the
Tariff Commission.

Mr. RYDER. By the Secretary of State, shortly after the passage of
the Trade Agreement Act in June 1934. In February 1947 this coin-
mittee was formalized in Executive Order 9832 and made to report
directly to the President. As at present organized, it is composed of
members not only from the agencies specifically mentioned in the law,
the Tariff Commission and the Departments of State, Agriculture,
Commerce, War, and Navy, but also from the Departments of Treasury
and Labor.

The CHAIRMAN. That makes how many, Mr. Ryder?
Mr. RYDER. That makes a total of eight.
Under this bill, H. R. 6556, the Tariff Commission will cease to

have a member on this committee. Presumably, however, with this
change the committee would be continued.

The primary function of the Trade Agreements Committee under
existing procedure is to correlate and integrate the information re-
garding any proposed trade agreement supplied by all the agencies
represented on the committee, and to submit to the President recom-
mendations based on such information and embodying the conclusions
reached by the committee after a thorough interchange of informa-
tion and views between its various members.

The secondary function of the Trade Agreements Committee is to
direct the trade agreements program in all its aspects, subject to
approval of the Secretary of State and the President on major ques-
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tons of policy. Thus in the trade agreements program as at present
administered, the Trade Agreements Committee is the clearinghouse
or, it might be called, the nerve center of the trade agreements program.
Everything flows to it and from it. In its work it utilizes the services
of the Committee for Reciprocity Information and the services of
the interdepartmental subcommittees known as country committees,
one for each country with which an agreement is made or is proposed.

Under present procedure, the country committees are composed of
experts from the Tariff Commission and from the Departments of
-State, Commerce, and Agriculture. In addition, experts from other
Government agencies are called on when matters of interest to them
are being considered.

Under H. R. 6556 the Tariff Commission would not be represented
on this subcommittee. Presumably the other agencies would continue
to be represented on it.

I now come to the Committee for Reciprocity Information which
under present procedure has the function of obtaining information
from producers, importers, exporters, and private organizations and
individuals regarding proposed trade agreements and regarding the
operation of agreements already in effect. On it are members from
the Tariff Commission and the Departments of State, War, Navy,
Commerce, Agriculture and the Treasury.

To a large extent, its members are also members of the Trade Agree-
ments Committee. The committee receives briefs and holds public
hearings on each proposed trade agreement and sifts and summarizes
the information thus obtained for use of the various country com-
mittees of the trade agreements committee.

The CHAmRMAN. We have had the statement several times to the
effect that the members of the committee you are now describing are
also members of the Interdepartmental Committee. What is the con-
trolling factor as to whether they are or are not members of the Inter-
departmental Committee?

Mr. RYDER. I could not answer that. As a matter of practice it is
usually true that the Department of State representative on the com-
mittee. the Tariff Commission representative on the Trade Agree-
ments Committee and the Commerce representative also serve on the
Committee for Reciprocity Information.

The CHAIRMAN. Who determines who shall be on the Committee of
Reciprocity Information?

Mr. RYDER. They are designated, in my recollection, by each agency.
I know the Tariff Commission designates its representatives on it.

The CHAIRMAN. How many are on the Committee on Reciprocity
Information ?

Mr. RYDER. The Tariff Commission, Departments of State, War,
Navy, Agriculture, and Commerce.

The CHAIRMAN. That is the Interdepartmental Committee?
Mr. RYDER. Both committees are interdepartmental.
The CHAIRMAN. Yes.
Mr. RYDER. The Committee for Reciprocity Information and the

Trade Agreements Committee.
The CHAIRMAN. The Interdepartmental Committee, as I understand

it, each of those departments have one representative.
Mr. RYDER. That is right.



110 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

The CHAIRMAN. HOW many do they have on the Information
Committee?

Mr. RYDER. Usually one on both committees. For convenience,
because of the large number of hearings required in connection with
the Geneva negotiations, the Tariff Commission had two representa-
tives on the committee, one of whom served as chairman and the other
as vice chairman of the committee.

The CHAIRMAN. How many panels did you have that heard the work
preliminary to the Geneva meeting?

Mr. RYDER. Five or six, I believe. I am not quite certain.
The CHAIRMAN. How many were there and how many were on each

panel?
Mr. RYDER. I could get that information, but I think you would find

that there were at least five or six members who sat on each panel.
The CHAIRMAN. Does any one here know?
Mr. BROWN. There were five panels. Each panel had representa-

tives of all the agencies who are represented on the Trade Agreements
Committee, and each panel was chaired by a member of the Trade
Agreements Committee.

The CHAIRMAN. There were 40, then, altogether, sitting on the
panels.

Mr. BROWN. No, sir. There were seven agencies.
The CHAIRMAN. I thought you just counted eight.
Mr. BROWN. Army and Navy were not on it.
Mr. RYDER. Army and Navy had one representative together.
The CHAIRMAN. We kept using 7 yesterday, and I wanted to check

myself on that. So there were 35.
Mr. BROWN. The services were sometimes represented by two and

sometimes by one.
The CHAIRMAN. There were 35 on the panels and how many from

the Interdepartmental Committee?
Mr. RYDER. You mean the Trade Agreements Committee? I be-

lieve I counted eight or nine. There are eight departments, I believe,
and there would be eight members of that committee.

The CHAIRMAN. So those who heard the evidence and the panels
become reduced four-fifths.

Mr. RYDER. Oh, yes.
The CHAIRMAN. At the time that you have the consideration in the

Interdepartmental Committee.
Mr. RYDER. Yes, sir. When they are divided into panels-and with

seven men on the panel-there could not be over one from the Trade
Agreements Committee sitting on any one panel.

How far this procedural set-up will be changed by the adoption of
H. R. 6556 is not entirely clear. Obviously the Tariff Commission is
given larger functions in the trade agreement procedure. It takes over
at least part of the functions of the Committee for Reciprocity Infor-
mation and makes findings which will have an important influence on
the decisions which will be made by the Trade Agreements Committee
regarding the duty concessions to be granted by the United States.

The bill specifies that the Tariff Commission shall hold a hearing
on a list of commodities with respect to which concessions will be con-
sidered in any given trade agreement. Nothing is said regarding the
hearings on concessions to be requested of the foreign country. It
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might be inferred from this that the Committee for Reciprocity
Information would be continued for this purpose. However, the
report of the Committee on Ways and Means and Mr. Gearhart's
remarks in the House seem to indicate that the Tariff Commission is
expected to take over all the functions of the Committee for Reciproc-
ity Information.

The CHAIRMAN. I believe it was rather thoroughly developed yester-
day, Mr. Ryder, that the President's executive powers are sufficient to
keep the Interdepartmental Committee in existence for his own
information.

Mr. RYDER. Yes, sir.
The CHAIRMAN. SO that it does not put the Interdepartmental

Committee out of business unless the President wishes to.
Mr. RYDER. That is the Trade Agreements Committee. The Com-

mittee for Reciprocity Information, however, at present holds hearings
both on the concessions that we are to give and the concessions that we
are to obtain or request. The first part of that, the concessions to be
offered, the Tariff Commission is required to hold hearings under this
bill, but there is nothing in the bill as to who should hold hearings in
regard to concessions to be requested. It leaves doubtful what would
be the solution of that problem.

The CHAIRMAN. Our present information is that Commerce takes
the responsibility for that, as a matter of fact. Is that correct?

Mr. RYDER. Commerce has the primary responsibility under the
present procedure for submitting information regarding concessions
to be requested, but they have only one member on the Trade Agree-
ments Committee in deciding on it, and they have only one member on
the Committee on Reciprocity Information which holds hearings on
the subject.

The CHAIRMAN. If the Congress should decide that the paramount
test is protection against injury to American industry, it would be
possible to lodge the export angle in the Tariff Commission or it
would be possible to keep it in an interdepartmental committee main-
tained by Executive orders, would it not?

Mr. RYDER. That is right. Either possibility it seems to me is left
open by this bill.

How the work of the Trade Agreements Committee and the coun-
try committees will be affected by the ne w functions given the Tariff
Commission under H. R. 6556 will be apparent from the discussion
of the various stages in the negotiations of the trade agreements
which follow.

First, let us consider the work of these committees preliminary to
the negotiation.

The CHAIRMAN. Let me interrupt you again, Mr. Ryder. As far as
the exporters' desires are concerned, does he appear before the panel
hearings?

Mr. RYDER. Oh, yes; he appears before the hearings of the CRI,
and presents evidence, sometimes valuable evidence.
* The CHAIRMAN. What is the CRI?

Mr. RYDER. Committee for Reciprocity Information.
The CHAIRMAN. They appear before those panels and tell what they

would like to do in the way of exports and where they would like to
do their exporting, is that right?
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Mr. RYDER. What concessions they think we should request of the-
country in question. They know the difficulties they are having ilL
exporting, they know the market opportunities in those countries, and
they frequently give valuable information as to the kind of concessions
and the extent of the concessions that .we should request.

The CHAIRMAN. You pose the basic philosophical question as to
whether there should be a paramountcy attributed to protection against
injury, whether that principle may be mitigated or softened or aban-
doned to serve an export interest. You have to work your organiza-
tion according to what your philosophy on that is.

Mr. RYDER. Oh, yes, of course.
First, let us consider the work of the Trade Agreements Committee

and country committees preliminary to the negotiation of a trade
agreement. Under the pre., nt procedure any proposal to negotiate
with a country, let us call the country "X," for a trade agreement, is
studied first by the country committee set up especially for the pur-
pose, and then by the Trade Agreements Committee which canvasses-
the problems which may be expected to arise in the negotiations and
makes its recommendations to the Secretary of State and the-
President.

The C TAIRMAN. The country committee has received the inforina-
tion that has been developed in these panels.

Mr. RYDER. That is right.
The ChAIRATAN. It has been digested for it.
Mr. RYDER. The point that I was making here is that before they

begin the negotiations the country committee makes a study and makes
recommendations as to whether they think it is feasible and practicable-
to enter into negotiations with the country.

The CIIAIRMAIN. Let us suppose that they have recommended that
negotiations be opened on the information which they then have before
them, then you proceed to give public notice and

Mr. RYDER. I am coming to that now.
The CHAIRMAN. All right. I do not want to steal your act.
Mr. RYDER. If the President authorizes negotiations and country X

agrees to negotiate, the first step preliminary to actual negotiations is
to secure agreement on the articles with respect to which the United
States will consider making duty concessions. That has to be done
because of the procedure adopted by which the list of articles to be-
considered for granting concessions is published; we hold a public
bearing on the list. So the list has to be established. You do not
have to do the same thing of course for the articles on which conces-
sions are to be requested because the foreign country does not hold
hearings. This is necessary because this government has established
the rule of giving public notice of and holding a bearing on the articles
which shall be considered for this purpose.

The list of the articles to be considered for concessions is made up
initially by the country committee, and the list is reviewed and revised
by the Trade Agreements Committee. Heretofore, the Tariff Commis-
sion has been represented on these committees. Under H. R. 6556 it
would no longer be represented on them. Presumably, however, the
Commission would continue to supply the information used in making
up the list.
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The CHAIRMAN. We might as well get at it at this point. There is
no prohibition against the Tariff Commission doing as it always has
done, to wit, to get whatever information it wants from any govern-
mental source available.

Mr. RYDER. I understand that.
The CHAIRMAN. Is that not correct?
Mr. RYDER. I understand that; yes. As a rule the list includes all

articles that are imported chiefly from country X or of which country
X is a high-ranking supplier. It should be emphasized that the in-
clusion of a given article on this list is by no means an indication that
a concession actually will be made on the article.

The list as recommended by the Trade Agreements Committee, with
the approval of the Secretary of State and the President is submitted
to country X. Country X, of course, will almost certainaly seek to
enlarge the list of articles to be the subject of negotiations. Usually
the request for additional listings is granted except in cases where
there are strong reasons for not doing so. In some cases a country
may be a minor supplier of the article as a whole, but may be an im-
portant supplier of some particular grade or type of an article. In
that case, if a concession is given, the concession is usually confined to
the grade or type coming principally from the country in question.
This is done by reclassification.

The CHAIRMAN. May I back up and ask who appoints the members
of the Committee for Reciprocity Information?

Mr. RYDER. They are appointed by the respective agencies.
The CHAIRMAN. Under whose leadership?
Mr. RYDER. What do you mean?
The CHAIRMAN. Somebody has to touch it off, Mr. Ryder.
Mr. RYDER. The Chairman of the committee is designated by the

State Department. As a matter of fact, I don't know how it got
started, but the Vice Chairman of the Tariff Commission has always
been Chairman of the Committee for Reciprocity Information, and
for the 3 years I was Vice Chairman of the Tariff Commission I was
Chairman of that committee, and as soon as I got promoted to the
chairmanship of the Tariff Commission, I was glad to relinquish
chairmanship of the CRI to the Vice Chairman of the Commission.

The CHAIRMAN. It shows the good sense of the Secretary of State
in bringing somebody who knows something about it into the or-
ganization.

Mr. RYDER. That is right.
After the list of products to be made the subject of negotiations has

been agreed upon, the Secretary of State under present procedure
simultaneously announces negotiations with country "X" and pub-
lishes the list. At the same time the Committee for Reciprocity
Information makes a public call not only for information on the
question of concessions by the United States on the articles listed,
but also for information regarding the articles on which the United
States may ask concessions of country "X." The final date is set for
the filing of briefs and announcement is made of the date of the public
hearing. All the information contained in the briefs and given at
the public hearing is analyzed and summarized by the Committee for
Reciprocity Information, and I would say with the help of the Tariff
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Commission experts that is done. It is transmitted to the Trade
Agreement Committee and to the subcommittee on country "X." That
is the present procedure.

Under H. R. 6556 the Tariff Commission would hold the hearings
on the list of articles to be considered for concession by the United
States. As has already been stated, no provisions is made in H. R.
6556 regarding the hearings on concessions to be requested by the
United States. It is thus a question whether they would be held
by the Tariff Commission or by the Committee for Reciprocity In-
formation which would then be continued in existence for that purpose.

The CHAIRMAN. The question would be easy to solve administra-
tively, would it not?

Mr. RYDER. Yes.
Under the present procedure, after the public hearings are com-

pleted, the country committee has the duty of formulating for sub-
mission to the Trade Agreements Committee tentative schedules of the
concessions to be requested of country "X," known as schedule one,
and of the concessions which the United States will be prepared to
offer initially in return for the concessions to be requested, known as
schedule 2. In preparing these schedules the country committee draws
on information submitted from two sources; first, information sub-
mitted by producing, importing, exporting and other interests to
the Committee for Reciprocity Information; and, second, the infor-
mation and advice submitted by Government agencies pursuant to
section 4 of the Trade Agreements Act.

Under this procedure the Tariff Commission is primarily respon-
sible for supplying information regarding possible concessions by the
United States. The Department of Commerce for supplying informa-
tion regarding the concessions to be requested of country "X." The
State Department for supplying information regarding the general
provisions. The Department of Agriculture for supplying special in-
formation on agricultural commodities and the Treasury Department
for supplying information on technical customs matters.

I should like in this connection to stress the part played by the Tariff
Commission under present procedure in supplying information regard-
ing possible concessions by the United States. For each article in-
cluded in the published list of articles on which the United States
will consider making concessions the Commission prepares what we
call a digest summarizing all the information available which may
throw light on the competitive position of the domestic industry with
respect to imports. Each digest which is prepared by the commodity
expert on the article in question, collaborating with an economist of
the Commission staff, is reviewed by a committee of the Commission
composed of both Democratic and Republic members. Every effort
is made to have the digest as complete and objective and devoid of
bias as possible.

The CHAIRIAN. Is it your opinion that it is consistent to assure
domestic industry against serious injury and at the same time have
competition?

Mr. RYDER. I didn't get that.
The CHAIRMAN. In your opinion is it possible to assure domestic

industry against serious injury and at the same time assure compe-
tition?
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Mr. RYDER. You mean import competition. You raise a difficult
question. I don't know that you can entirely "assure" the domestic
industry against injury.

The CHAIRMAN. You can have domestic competition, can you not?
Mr. RYDER. Yes.
The CHAIRMAN. And at the same time preserve healthy business?
Mr. RYDER. Oh, yes.
The CHAIRMAN. By the same token, you can have foreign competi-

tion in this country and at the same time preserve healthy business,
can you not?

Mr. RYDER. Oh, yes.
The CHAIRMAN. That is all I am getting at.
Mr. RYDER. As I look at it, if you have a given duty under present

world conditions or under any conditions, the more you decrease the
duty, the greater the likelihood or probability of injury to domestic
industry.

The CHAIRMAN. Of course, Mr. Ryder, I suggest your job is to do
the best you can to see that domestic industry is not injured. There
are intangibles and variables in the business which no man can solve
with a slide rule.

Mr. RYDER. That is right.
The CHAIRMAN. That ought not to be an objective that would baffle

any well-meaning person.
Mr. RYDER. They present grave difficulties, of course, under present

circumstances.
The CHAIRMAN. Of course, they present difficulties. And is there

any way of doing this thing under any scheme that does not present
great difficulties?

Mr. RYDER. No; I agree.
The CHAIRMAN. The exclusive purpose of legislation is not to abolish

difficulties.
Mr. RYDER. Sometimes it increases them and sometimes it decreases

them.
The CHAIRMAN. If we did not ]ve difficulties, we would have no

need for legislation.
Mr. RYDER. Every effort is made to have the digest as completely

devoid of bias as possible. I think we succeed pretty well in doing that,
by the way.

The digests prepared on the 1,400 or more items listed for considera-
tion in the Geneva negotiations were made public prior to the public
hearing on these negotiations. That was the first time that that had
been done.

Before that, the digests have usually been published after the trade
agreements have been made.

The CHAIRMAN. How many items were involved in the Geneva nego-
tiations? I am not speaking of categories, but how many items?

How many in the total multilateral agreement as finally arrived at?
Mr. RYDER. I don't remember. Of course, items that were subject

to negotiations. There were something over 1,400.
The CHAIRMAN. For all committees there were many thousands?
Mr. RYDER. I don't know. I have never counted. We probably have

the figure. I could get the figure of the actual number included in the
agreements.
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The CHAIRMAN. We had the figure yesterday. Who knows what
the figure is?

Mr. RYDER. You mean from all the countries?
The CHAIRMAN. The whole number of items involved in the nmulti-

lateral agreements.
Mr. RYDER. For all countries?
The CHAIRMAN. For all countries.
Mr. RYDER. I have never counted them.
The CHAIRMAN. What was the figure?
Mr. MARTIN. I think I have seen 45,000.
Mr. RYDER. That seems large to me.
The CHAIRMAN. In view of the generalization of benefits, it is in the

whole subject. We have to study the ramifications of the general sub-
ject; do we not?

Mr. RYDER. Yes; of course. It depends on how you count the items.
The CHAIRMAN. So you submitted, so far as items directly affecting

the United States were concerned, subject to negotiation between the
United States and other countries, some 3,000 or more.

Mr. RYDER. Some 1,400 or more the way we counted them. We
probably covered a number of classified items, if you want to count
those as items.

The CHAIRMAN. Did you hear the testimony yesterday
Mr. RYDER. No.
The CHAIRMAN. That there are no important trade agreements in

the offing?
Mr. RYDER. No; I didn't hear the testimony yesterday.
The CHAIRMAN. That was testified. I think there was some mention

of a possible agreement with Greece. I have heard outside of the
testimony that there might be something with Portugal.

If preparing digests which I assume are to be used as the basis for
conclusions as to whether domestic industry would be injured, if pre-
paring that digest on the scale which you have just metioned, did not
frustrate your Commission, would asking you over the next year or so
to prepare digests and possibly r(#ch opinions on the items that would
be included in an agreement with, we will say, Greece or Portugal,
send you up into a tailspin over there?

Mr. RYDER. If you had only agreements with countries like Portu.
gal and Greece, a few countries like those, in negotiations which in-
volved only a few items, the preparation of the digest would be very
simple.

The CHAIRMAN. You gentlemen could do that coming up out of a
sound sleep with one-half of one lobe of your brain.

Mr. RYDER. That is a little exaggeration, but it wouldn't be much of
a job for small countries of that kind.

The CHAIRMAN. I have read your testimony on the House side, and
therefore I do not want you to start shivering over the magnitude of
the task that might be ahead of you over the next year.

Mr. RYDER. I didn't testify before the House. I had an urgent
letter from Mr. Doughton, asking my personal views and very re-
luctantly gave them to him.

I would rather remain anonymous in these matters, and
uncommitted.
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The CHAIRMAN. We all would like to remain uncommitted, Mr.

Ryder.
Mr. RYDER. As a member of the Tariff Commission I am a servant

of Congress, and try to carry out whatever functions I am given.
The CIIAIRAIAN. You know the fellow who quit his job sorting pota-

toes because lie could not stand making all those decisions?
Mr. RYDER. I have hear of him.
Supplying information-written information-in the form of di-

gests is not the only way in which the Commission assists the country
subcommittees. It also puts at their disposal, as it puts at the dis-
posal of congressional committees in tariff revisions, the entire expert
staff of the Commission to furnish needed technical information and
advice.

The CHAIR-MAN. How many employees do you have over there?
Mr. RYDER. At present we have only about 220, or a little less, I

believe. The smallest staff that we have had in many years.
The CHAIRMAN. Can you give us some little idea of the organiza-

tion? You have the Commission, and what is your expert category
and what is your clerk category?

Mr. RYDER. We have a staff which is headed by a very able group
of gentlemen who constitute our planning and reviewing committee.
Two of them are sitting here by me; one of them is our Chief Counsel.
The other is the Chief Economist. The committee also includes the
Chief of the Eqonomics Division, the Chief of our Technical Services,
and a Director of Investigations, and the special adviser to the Com-
mission on industrial problems.

Then we have, I believe, six commodity divisions-a chemical divi-
sion, a metals division, an agricultural ivision, a ceramics division,
a lumber and paper division, a sundries division, and a textile division.

Each one of those divisions has a chief.
The CHAIRMAN. Those men are men of long experience in busi-

ness?
Mr. RYDER. Some of those men are experts brought in from indus-

try. Some of the best ones have been young men and women that
we have taken in and trained to study the industry. They are com-
modity experts, and each of them covers a very important commodity
or a group of commodities.

At present, those divisions are somewhat undermanned. Then we
have an economics division composed of a number of economists who
review and revise and assist the commodity experts in formulating
their reports.

All that expert staff of economists and commodity experts prob-
ably would not number over about 100, is that right?

Mr. MARTIN. It would be less than that.
Mr. RYDER. Less than that.
The CHAIRMAN. Above the clerk category there are probably 100

economists, experts, and specialists?
Mr. RYDER. Probably a little less than 100.
The CHAIRMAN. You think that they could come up with sound

data and possibly recommendations on a treaty with Greece or Portu-
gal over the next year?

Mr. RYDER. We have a very competent staff. It is a very small staff.
We were given the job by the Ways and Means Committee of re-
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vising the tariff information summaries on all the items in the tariff,
which was quite a job.

The CHAIRMAN. The purpose of all your digesting under the pres-
ent system is to provide a basis for conclusions; is it not?

Mr. RYDER. Yes.
The CHAIRMAN. And the conclusion, let us assume, is whether or

not the doing of a particular thing would injure domestic industry.
Is that not the purpose?

Mr. RYDER. The purpose-the way we express it is that we try to
give in the digest as good an account as possible of the competitive
situation of the industry in respect to imports.

The CHAIRMAN. For what purpose.
Mr. RYDER. To enable Congress, if Congress is passing on it, or

the trade agreement authorities, to come to a decision as to what they
are going to do with regard to a given concession.

The CHAIRMAN. I assume that has a direct relationship to what-
ever the criterion of judgment is?

Mr. RYDER. Oh; that is right; yes.
When the country committee has completed its draft of the schedule

of concessions to be sought from the foreign country and of the con-
cessions which we are to offer in return, the draft is submitted to the
trade agreements committee.

That committee under existing procedure then reviews and revises
both schedules, using not only the report of the country committee,
but also Tariff Commission digests.

The CHAIRMAN. I understood you to say, Mr. Ryder, that you had
submitted about 1,400 or 1,500 digests, and yet there were some 3,000
items of interest to the country.

What was the basis of information on the rest of the items?
Mr. RYDER. I don't know that it was 3,000. By the way, most of

this material I testified to before your committee last year.
The digests that we prepared ran something over 1,400. How many

items were covered depends largely on how you count the item, and
I have no figure here for the number.

The digests covered all the items that were listed for consideration.
The CHAIRMAN. The digests covered everything?
Mr. RYDER. That was listed for consideration.
The CHAIRMAN. There was nothing that went to Geneva that was

not covered by your digests; is that right?
Mr. RYDER. That is right.
When the Trade Agreements Committee has finally agreed upon

the concessions to be offered and requested and these have been ap-
proved by the Secretary of State and the President, negotiations are
ready to begin.

Executiye Order 9832 provides that if the decision of the Trade
Agreements Committee regarding the concession on any article is not
unanimous, the President shall be provided with a full report by the
dissenting member or members of the committee, giving the reasons
for the dissent and specifying the point beyond which they consider
any reduction or concession involved cannot be made without injury
to the domestic economy.

Under H. R. 6556, there is considerable change in the procedure,
and the functions of the Tariff Commission are quite different.
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This bill would require the Tariff Commission to make with respect
to each article listed for the negotiations a formal finding as to what
concession can be made without serious injury to domestic procedures.

As soon as the list of articles to be made the subject of negotiation
has been agreed upon between the United States and the foreign
country, the President under H. R. 6556 would turn over the list to
the Tariff Commission.

Upon its receipt, the Tariff Commission would fix the date of public
hearings and would begin preparation of the digest. As soon as
possible after completion of the public hearing, the Commission would
begin consideration of the findings it is required to make under section
II of H. R. 6556.

In doing so, it would take into account the information contained in
the digest which would be completed as quickly as possible, the infor-
mation obtained at the public hearing and such other information as
the Commission might decide should be obtained.

As soon as the Commission has completed the list of concessions
which it finds can be made without serious injury, the list would be
transmitted to the President, who doubtless would turn it over to the
Trade Agreements Committee which in turn would give it to the coun-
try committee for study and recommendation.

The country committee would then have the task of recommend-
ing what concessions shall be made in the light of the Tariff Commis-
sion's findings, and these recommendations, after review and revision
by the Trade Agreements Committee and approval by the President,
would become the basis for negotiations.

The CHAIRMAN. How many meetings did you or your delegate at-
tend prior to Geneva in connection with the Geneva meeting of the
interdepartmental committee?

Mr. RYDER. I have no idea. It could be counted up. There were
many meetings.

The CHAIRMAN. As many as 75 or 27 or a dozen?
Mr. RYDER. Some members of the Tariff Commission attended all

the meetings.
The CHAIRMAN. How many were there?
Mr. RYDER. I have no idea, but a very large number. I could have

them counted up for you if you would like to know.
The CHAIRMAN. I would like to know.
Mr. RYDER. All right.
The CHAIRMAN. I have a pretty good idea, but I would like to get

some testimony on it, because the State Department refuses to let us
look at the minutes.

I have a pretty good idea what is in them.
Mr. RYDER. I don't know the number of meetings, but I could find

out.
The CHAIRMAN. I would like to know the number of meetings, and

I would like to remind you of something which you have already given
evidence of knowing; that the Tariff Commission is obligated to re-
port directly to the committee.

Mr. RYDER. That is right.
The CHAIRMAN. I would like to know the number of meetings of the

Interdepartmental Committee attended by you or by some represent-
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ative on your behalf in connection with preparations for the Geneva
meeting.

Mr. RYDER. All right. I will get that for you.
Mr. Ryder subsequently advised the committee that the representa-

tive of the Tariff Commission had participated in 219 meetings of the
Interdepartmental Committee on Trade Agreements during the prepa-
ration for and negotiation of the General Agreement on Tariffs and
Trade.)

The CHAIRMAN. Do you have minutes of your participation in those
meetings?

Mr. RYDER. I didn't keep any personal record of the meetings. II
think I have copies of at least some of the minutes of the meetings.

The CHAIRMAN. We would like to have whatever you have over
there as to your own participation in those meetings.

Mr. RYDER. I have nothing of my own participation in the meet-
ings.

The CHAIRMAN. I mean you or your delegate, or whoever repre-
sented you.

Mr. RYDER. I have nothing that I could give you on it. The
meeting's minutes, of course, would be in the care of the State Depart-
ment. I have no control over them.

The CHAIRMAN. We are confronted with a rather amazing situation,
Mr. Ryder. The power of control of the customs and tariffs, as you
know, is within the exclusive jurisdiction of Congress.

Your agency has been required by law to report directly to the
House Ways and Means Committee and to this committee in recog-
nition of the exclusive jurisdiction of Congress over the subject, and
yet because we have delegated a part of our powers to the President,
we are now precluded from having even the minutes of the Inter-
departmental Committee.

Mr. RYDER. That is something for you to discuss with the President
and the State Department.

The CHAIRMAN. Yes; and it will be discussed plenty, Mr. Ryder.
Mr. RYDER. As soon as the Commission has completed the list of

concessions which it finds can be made without serious injury, the
list would be transmitted to the President, and he doubtless would
turn it over to the Trade Agreements Committee, which in turn would
give it to the country committee for study and recommendation. The
country committee would then have the task of recommending what
concessions are to be made in the light of the Tariff Commission
findings.

These recommendations, after review and revision by the Trade
Agreements Committee and approval by the President, would become
the basis for negotiations.

If on any article a lower duty than that recommended by the Tariff
Commission should be included in the agreement, then the entire agree-
inent would have to be laid before Congress under section 4 of H. R.
6556.

Under the procedure prescribed in H. R. 6556, the Commission has
no member on the Trade Agreements Committee. On 'the other hand;
the Commission, which as such does not under present procedure pass
upon concessions, must under the new procedure make a formal finding
with respect to each concession.
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Negotiation of the trade agreement is concluded by a negotiating
group headed by an official of the State Department who is assisted
by experts from the Tariff Commission, Commerce and Agriculture.
Apparently under H. R. 6556 the Tariff Commission experts could
not participate in the negotiations. The negotiators are under instruc-
tions to make all efforts to obtain from the foreign country the duty
concessions contained in the schedule of desired concessions approved
by the President, and they may not without authorization agree to
concessions in United States tariff other than or in excess of those
included in the approved schedule of possible United States conces-
sions.

The CHAIRMAN. The President necessarily must abide by the recom-
mendations that come to him.

Mr. RYDER. Usually he does.
The CHAIRMAN. With that, he would not have the time.
Mr. RYDER. Usually he does. Except on one occasion a long time

ago, I have never heard a discussion of the schedules with the Presi-
dent, so I have no first-hand information on it.

The CHAIRMAN. This bill that we have before us must necessarily
direct itself to the President, because the President is the final source
of authority, but its real purpose would be to restrict the authority of
the lower echelons in the business.

Mr. RYDER. The President, I would think, could not go over all
items in detail. I would think that some of the more important items
he would go into, and question at least to some extent.

Frequently during the negotiations points arise which the negoti-
ators have to refer to the trade agreements committee for further
instructions. In particular, the Trade Agreements Committee must
be consulted when the negotiators find it is necessary in order to come
to agreement with a foreign country to have the authority to take less
than asked, or to give more than authorized. Either one might happen,
of course.

A foreign country might insist on greater concessions than initially
authorized. On the other hand, they might not give so much as you
think it warrants if you make the concession.

Any departure, however, from either schedule requires approval
not only of the Trade Agreements Committee, but of the Secre-
tary of State and the President. By this procedure the Trade Agree-
ments Committee, the Secretary of State and the President are kept
informed of the progress of negotiations and the major decisions which
determine the character of the agreements are made with their ap-
proval.

When the negotiating committee, therefore, lays a completed agree-
ment before them for final decision, they are already familiar with
its principal features.

The CHAIRMAN. On the Interdepartmental Committee, if there is
a showing of injury on a proposed cut or concession from the import-
ing standpoint, is that balanced against the advantage that might
accrue to an exporting segment of our industry?

Mr. RYDER. I don't know that it would be considered in just those
terms. Here is the way I approach the problem:

Suppose that the present duty is 60 percent, and under the present
act there is authority to reduce that to as low as 30 percent. All those
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things are matters of judgment. There is not complete assurance of
avoidance of injury even if you don't reduce the duty.

I might think that it would be entirely safe to make a cut to 45
percent, a cut of one-fourth. I might think that from there on the
risk would increase fairly rapidly. I might think that if you got
down as low as 30 percent the probability of injury would be strong.

Where you stop between those two figures is a matter of judgment
as to the likelihood of serious injury and a matter partly of how much
you can get for the concession from the country, how important it is
in your trade agreement negotiations.

The CHAIRMAN. Let's make a case out of that. Let us assume that
you have concluded that to go as low as 30 percent would represent
injury to a domestic industry. Let us suppose that a much greater
amount of trade could be developed, and a much greater economic
benefit could be had if you could increase exports of a certain item by
making a concession that would take you down to 30 in the case that
you have mentioned.

Would that be done? Would there be a chance of that being done?
Mr. RYDER. That would be hard to say.
The CHAIRMAN. The reason I question you is because Mr. Clayton

yesterday refused to say unequivocally that this would not be done.
Mr. RYDER. I could give only my own personal view. If in my

judgment the probability were very strong that a reduction to 30 per-
cent would result in serious injury to an important domestic industry,
I would be inclined to vote against going that far.

The CHAIRMAN. YOU would not trade that against an export
advantage?

Mr. RYDER. NO; I would not be inclined to do so.
The CHAIRMAN. But that is your personal view.
Mr. RYDER. That is right.
The CHAIRMAN. Does that view obtain with equal rigidity among

all the other members of the Interdepartmental Conmittee .
Mr. RYDER. I could not answer that, Senator. I think that in gen-

eral they would have somewhat the same point of view. It is a dif-
ference of degree always in matters of that kind.

The CHAIRMAN. There is a difference of degree between Hell and
Heaven, but that does not solve anything.

Mr. RYDER. Then there is this, also: I may think that the likelihood
of serious injury at 30 percent was very strong and would be inclined
to vote against it; and there might be. other members who did not
think there would be much prospect of serious injury even at 30
percent.

That is one basis for disagreement. It is hard to say what the other
fellow is thinking.

The CHAIRMAN. Of course, one of the favorite tricks in writing a
judicial opinion, if you are not completely scrupulous, is to weigh the
facts so that you have a basis for your conclusion.

Mr. RYDER. Oh, yes; I have seen that done.
The CHAIRMAN. That is often done. The reason I question you, I

repeat, is because Mr. Clayton yesterday would not eliminate the pos-
sibility of that being done.

Mr. RYDER. That is all I have. As I say, I have just covered the
formal aspects of the matter, and I didn't know what other aspects you
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gentlemen would want to go into. I would be glad to develop any-
thing else.

Senator GEORGE. May I ask a question?
The CHAIRMAN. Yes*; of course.
Senator GEORGE. Under the present procedure, as I get it, Doctor,

the tariff commission is largely fact-finding; is it not?
Mr. RYDER. That is right.
Senator GEORGE. It is essentially fact-finding.
Mr. RYDER. That is right.
Senator GEORGE. Under this bill, I. R. 6556, as you interpret it,

it would be more than fact-finding; would it not?
Mr. RYDER. I am inclined to say that it would, because the element

of judgment is so great in determining in advance, particularly in a
situation such as we have now, what would be-

Senator GEORGE. I was just getting at what you thought would be
a fair interpretation of the bill; whether it would go into policy fields.

Mr. RYDER. I am inclined to say that it would. That is my view.
I believe I replied to that in my letter to Representative Doughton. I
could read from that letter if you want me to do so.

The CHAIRMAN. I think the clear intention of the bill is to put you
into the policy field to the extent of making recommendations to the
President.

Mr. RYDER. That is right.
The CHAIRMAN. Which he may disregard. But under the bill if

he disregards them, he must come before the Congress.
At least, the Congress would have the opportunity to review his

decisions.
Mr. RYDER. I will read what I said here, if you would like me to do

so.
The CHAIR3AN. Go ahead, please.
Mr. RYDER. The Commission was established in 1916 in order that

the Congress and the Executive might have a reliable source of objec-
tive information on tariff matters, information which could be accepted
as authentic by all sides in any tariff controversy. Thus, from the
very beginning its primary function has been to find the facts, leaving
policy decisions to the Congress and the President.

I doubt the advisability of transforming the Commission into a
policy-making agency and thus subjecting it more than in the past
to political vicissitudes. The attempt to determine the degree to which
duties may be reduced without injury to domestic producers or impair-
ment of the national defense would require the making of such diffi-
cult and fundamental judgments that the Commission would in effect
be making major policy decisions.

The element of judgment, of course, enters into the various phases
of the Commission's present work. This is especially true of the duties
which have been assigned to it under the escape clause in trade agree-
ments. In cases under that clause, however, its findings as to whether
serious injury to domestic industry has occurred or is threatened will
be based on actual observation of the imports after the trade agree-
ment concession has come into force.

In contrast, the findings required under H. R. 6556 would have to
be based to a large extent especially under present abnormal conditions,
on assumptions and estimates as to future probabilities.

76984--48-9
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The CHAIRMAN. Your Commission is bipartisan; is it not?
Mr. RYDER. Yes; the three Republicans and three Democrats.
The CHAIRMAN. What are the standards in your Interdepartmental

Committee for determining whether a cut or concession will be made?
Mr. RYDER. I would say-
The CHAIRMAN. Aside from judgment. We have heard a lot of

judgment.
Mr. RYDER. It is a matter of judgment.
The CHAIRMAN. Aside from judgment, what are the standards?
Mr. RYDER. It is entirely a matter of judgment. You weigh on one

side the possible or probable increased risks of injury to domestic
industry, increased competition, I would say, rather than risk. You
would weigh that.

On the other hand, you would weigh the advantage you would get
by making the concession. It is a weighing of those two factors.

The CHAIRMAN. In that weighing process, what are the criteria or
the standards?

Mr. RYDER. I don't think that there are any specific criterio or
standards that can be generally applicable, that can be applied to all
cases.

The CHAIRMAN. Then under that what is our authority in dele-
gating this power to the Executive; to executive administration?

Mr. RYDER. I could not answer that question.
The CHAIRMAN. When you sit there as a member of the Interdepart-

mental Committee, you are an individual as such on that committee,
rather than a functionary for passing on the decisions of the Tariff
Commission. Is that not correct?

Mr. RYDER. I would say yes. Soon after the Trade Agreement Act
was passed, I was designated by the Commission its representative on
the Trade Agreements Committee, with full authority to act.

That authority has been continued without interruption.
The CHAIRMAN. It is to be assumed that you are there because of

the wisdom that you have accumulated out of your job, but you are
sitting there personally and not, as I said before, sitting there to pass
on to the Interdepartmental Committee decisions which have been
made by the Tariff Commission.

Mr. RYDER. Oh, no. I sit there and use my best judgment. I cannot,
of course, speak for the Commission as such.

The CHAIRMAN. That is right. I wanted that very clear, because
Mr. Clayton and I had some discussion on the subject yesterday, and
I think he is rather of the contrary opinion.

Mr. RYDER. Manifestly, the Commission could not be responsible,
unless all the Commissioners were present and heard all the arguments
entering into the decisions made by the Trade Agreements Committee.

Sometimes there is a matter of compromise between two views, of
course, as sometimes happens in those things.

The CHAIRMAN. You have the resonsibility for advising the Presi-
dent exclusively, on the escape clause; is that not correct?

Mr. RYDER. The Tariff Commission has that responsibility under
Executive Order 9832, and if you are interested in it, the Commission
has issued a report on the criteria.

The CHAIRMAN. I would like to have that.
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Mr. RYD. It was proposed at the request of the Ways and Means
Committee.

(Mr. Ryder later submitted the following for the record:)

UNITE STATES TARIFF COMMISSION

PROCEDURE AND CRITERIA WITH RESPECT TO THE ADMINISTRATION OF THE "ESCAPE
CAUSE" IN TRADE AGREEMENTS

(Prepared in response to a resolution of the Committee on Ways and Means of
the House of Representatives, Washington, February 1948)

FEBRUARY 24, 1948.
Hon. HAROLD KNUTSON,

Chairman, Committee on Ways and Means,
House of Representatives.

DEAR MR. KNUTSON: I have the honor to transmit herewith a report prepared
by the United States Tariff Commission on "Procedure and Criteria with Respect
to the Administration of the 'escape clause' in trade agreements." This report
was prepared in response to a resolution of the Committee on Ways and Means of
July 25, 1947. Thirty additional copies are being sent to Mr. Tawney for the
membership and staff of the committee.

Sincerely yours,
OscAR B. RYDER, Chairman.

INTRODUCTION

On July 25, 1947, the Committee on Ways and Means adopted a resolution
containing, inter alia, the following paragraph:

"Resolved that the Tariff Commission is requested to establish as soon as
practicable the substantive and procedural criteria, measurements, or other
standards by which it will determine whether imports, of any particular com-
modity are entering in such quantities as to 'injure' or threaten 'injury' to any
domestic unit of agriculture, labor, industry or segment thereof, and to inform
the Committee on Ways and Means as to how that Commission intends to comply
with the provisions of Executive Order 9832 issued February 25, 1947 * * *."

The present memorandum undertakes to set forth the general procedure which
the Commission will follow in carrying out its obligations regarding the escape
clause under Executive Order 9832, and, so far as practicable at this time, to
indicate the major considerations which it will take into account in determining
whether, as a result of unforeseen developments and of a concession granted by
the United States on any article in a trade agreement, the article is being im-
ported in such increased quantities and under such conditions as to cause, or
threaten, serious injury to domestic producers.

The relevant portions of Executive Order 9832 for present purposes are con-
tained in paragraphs 1-3, inclusive, of part I, as follows:

1. There shall be included in every trade agreement hereafter entered into
under the authority of said act of June 12, 1934, as amended, a clause providing
in effect that if, as a result of unforeseen developments and of the concession
granted by the United States on any article in the trade agreement, such arti-
cle is being imported in such increased quantities and under such conditions as
to cause, or threaten, serious injury to domestic producers of like or similar
articles, the United States shall be free to withdraw the concession, in whole
or in part, or to modify it, to the extent and for such time as may be necessary
to prevent such Injury.

2. The United States Tariff Commission, upon the request of the President.
upon Its own motion, or upon application of any interested party when in the
judgment of the Tariff Commission there is good and sufficient reason there-
fore, shall make an investigation to determine whether, as a result of unfore-
seen developments and of the concession granted on any article by the United
States in a trade agreement containing such a clause, such article is being im-
ported in such increased quantities and under such conditions as to cause or
tbreaten serious injury to domestic producers of like or similar articles.
Should the Tariff Commission find, as a result of its investigation, that such
injury is being caused or threatened, the Tariff Commission shall recommend
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to the President, for his consideration in the light of the public interest, the
withdrawal of the concession, in whole or in part, or the modification of the con-
cession, to the extent and for such time as the Tariff Commission finds would
be necessary to prevent such injury.

3. In the course of any investigation under the preceding paragraph, the
Tariff Commission shall hold public hearings, giving reasonable public notice
thereof, and shall afford reasonable opportunity for parties interested to be
present, to produce evidence and to be heard at such hearings. The procedure
and rules and regulations for such investigations and hearings shall from time
to time be prescribed by the Tariff Commission.

An escape clause under which emergency action withdrawing or modifying
a concession may be taken is included in the multilateral trade agreement re-
cently negotiated at Geneva, which covers a large part of our total import trade
both in number of articles and in aggregate value. A similar clause will also
be included in subsequent trade agreements. But it is not included in any of
the trade agreements which were concluded prior to the Geneva agreement,
except the agreements with Mexico and Paraguay, which are still in effect.

The first paragraph of article XIX of the General Agreement on Tariffs and
Trade negotiated at Geneva is an escape clause meeting the requirements of the
President's Executive Order 9832. The language of this paragraph, which is,
of course, controlling so far as action under the Geneva agreement is concerned,
is as follows:

1. (a) If, as a result of unforeseen developments and of the effect of the obliga-
tions incurred by a contracting party under this agreement, including tariff
concessions, any product is being imported into the territory of that contracting
party in such increased quantities and under such conditions as to cause or
threaten serious injury to domestic producers in that territory of like or directly
competitive products, the contracting party shall be free, in respect of such
product, and to the extent and for such time as may be necessary to prevent or
remedy such injury, to suspend the obligation in whole or in part or to with-
draw or modify the concession.

The Geneva agreement contains detailed provisions regarding the procedure
to be followed in making use of the escape clause. These are quoted in full
in the appendix to this report. In substance the article requires consultation
with the other contracting parties before taking action under the escape clause;
under critical circumstances, however, action may be taken without prior con-
sultation provided consultation is effected immediately thereafter. Even if
agreement among the interested parties is not reached, the country proposing to
take action under the escape clause may nevertheless do so. Other affected con-
tracting countries are then free to suspend substantially equivalent obligations, so
far as concerns trade with the country taking the action.

PROCEDURE REGARDING INVESTIGATIONS

The Presidential order provides that investigations by the Tariff Commission
under the escape clause shall be made upon the request of the President, upon the
motion of the Commission itself, or upon application of any interested party when
in the judgment of the Commission there is good and sufficient reason therefor.

The procedure to be followed in investigations under Executive Order 9832 is
given in detail in the Amendment to Rules of Practice and Procedure, published by
the Tariff Commission in June 1947. In brief, the procedure consists of open
hearings after public notice, investigation by the staff of the Commission,
preparation of the Commission's report, and, if serious injury or threat of injury
is found, transmittal of the report with findings and recommendations to the
President. The Tariff Commission is to issue public notice of each properly filed
application for investigation under Executive Order 9832 and, if an application is
dismissed, it is to issue a statement of the reasons for the dismissal. Due notice
must also be given of the institution of investigations at the request of the Presi-
dent or on the initiative of the Commission.

The applicant for an investigation is requested to file with his application as
much information as may be readily available to him regarding certain matters
listed in the rules, such as imports, production, sales, exports, labor engaged in
direct production, comparability of the domestic and foreign article, the nature
and extent of the injury to the domestic producer which is alleged to be caused or
threatened, and various other matters. The purpose in asking for such informa-
tion of this character as it may be practicable to furnish is to assist the Commis-
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sion in determining whether the circumstances warrant an investigation under
Executive Order 9832. It is, however, preliminary to, and not a substitute for,
the investigation itself, should the Tariff Commission decide that an investigation
is warranted. This requirement has for its purpose to enable the Commission
more readily to determine whether or not the application has prima facie merit.
The Commission encourages informal conferences with prospective applicants to
aid them in deciding whether to request an investigation, and if they decide to do
so, to advise with them regarding the character of the information which in their
special circumstances should accompany the application.

By whatever method an investigation is instituted, the Tariff Commission in
carrying out its obligations regarding the escape clause will, as a matter of broad
public policy, act as expeditiously as possible, consistent with the ascertainment
of the facts. Prompt investigation and report is required to enable the President
to forestall serious injury before it occurs, or, where that is not feasible, to afford
appropriate relief before the damage has become prolonged.

The procedure summarized above is directed principally to investigations at the
request of domestic producers. In those instances where investigations are
undertaken by the Tariff Commission on its own initiative, similar information in
the possession of the Commission will be taken into account in determining
whether or not an investigation is warranted. The requirements of notice and
public hearings will remain the same for all investigations, however instituted
Investigations on the initiative of the Tariff Commission would be in order in
those cases where no application has been submitted but where the information
available to the Tariff Commission indicates the probability of serious injury, or
threat thereof, to domestic producers.

CRITERIA FOR DETERMINATIONS UNDER THE ESCAPE CLAUSE

Variation in criteria in different cases
It needs to be emphasized at the outset that, in considering how to determine

whether serious injury has been caused or is threatened within the meaning of the
escape clause, no single, simple criterion or set of criteria can be laid down for
application in all cases. Each ease will have to be judged on its own merits.
Some, perhaps most, of the criteria applicable in a given case will be similar in
character to those applicable to the generality of cases. But the relative impor-
tance to be attached to these identical criteria may vary with individual cases.
Moreover, there will often be other circumstances to be taken into account which
are peculiar to a particular case. Hence, it is impossible to state categorically in
advance the character and weight of the criteria which will govern the Commis-
sion's determination of serious injury or absence of such injury in a given
instance. All that can be done is to indicate and comment upon the principal
factors which, so far as can be foreseen, will enter into the determination.
Provisions of the escape clause regarding imports

In order to enable the President to take action withdrawing or modifying a
concession on any article, it must be found that the facts in the particular case
conform to the specifications of the escape clause as regards its use. Four points
appear in that clause. It must be found:

(1) That there has been an increase in the quantity of imports;
(2) That this increase has been a result of unforeseen conditions;
(3) That it has been a result of the concession on the article;
(4) That the increased imports are entering under such conditions as

actually to cause or threaten serious injury to domestic producers.
The most difficult task confronting the Commission will naturally be that of

determining whether serious injury has actually been caused or is threatened.
The other points will be considered jointly with this major point.

Increase in imports.-The escape clause specifies that the injury or threat of
injury must be caused by imports in such increased quantities as to have that
effect. The increase must be in terms of quantity. The increase must be absolute
and not merely relative to domestic production.

It will be necessary to select an historical base by which to judge whether such
an increase in imports has occurred. It will not be possible to select a single
basis for comparison which will be fairly applicable to all cases. For example,
with respect to the Geneva agreement, which, for the most part, went into effect
January 1, 1948, it may be appropriate in some cases to compare subsequent im-
ports with those of a postwar year or period of years, although, of course, com-
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parison with the months immediately preceding the agreement might be vitiated
by the holding back of imports in anticipation of reduction in duty. Often, how-
ever, owing to the highly abnormal influences which have been operative during
and since the war, it will be necessary, at least for some time to come, to compare
imports since the Geneva agreement with those during a representative period
prior to the war. Each case brought up under an escape clause must be consid-
ered independently as regards determination of a representative period with
which to compare current imports.

The escape clause also specifies that the increase of imports, as well as the
conditions under which imports enter, must be such as to cause or threaten serious
injury to domestic producers. Obviously no rule can be laid down that some
particular percentage of increase in imports constitutes prima face evidence of
injury. The actual facts concerning injury must be ascertained in each case;
the kinds of data which must be considered in that connection are discussed in
subsequent sections of this memorandum.

Increased imports as a result of unforeseen developments.-Under the escape
clause unforeseen developments as well as the concession contained in the trade
agreement must have contributed to increased imports and resulting serious
injury. Under the Trade Agreement Act changes in the tariff are made by the
President after consultation with executive agencies through the Interdepart-
mental Trade Agreements Committee. The construction which the Commission
places upon the words "unforeseen developments," as concerns the exercise of its
functions under the escape clause, is that when imports of any commodity enter
in such increased quantities and under such conditions as to cause or threaten
serious injury to domestic producers, this situation must, in the light of the objec-
tive of the trade agreement program and of the escape clause itself, be regarded
as the result of unforeseen developments.

Increased imports as a result of the concession-Under the language of the
escape clause there must be a finding that the concession granted by the United
States was at least in part responsible for the increase in imports. Obviously,
if a concession, although provided for in an agreement, has not yet actually
gone into effect, the escape clause cannot be invoked; in this connection it should
be noted that some of the concessions made in the Geneva agreement have not yet
entered into effect because the countries with which they were negotiated have not
yet accepted the agreement. When once a concession has gone into effect, how-
ever, if imports have increased thereafter, the Commission must satisfy itself as
to whether the increase was a result of the concession.

On this question there may or may not be specific facts available which would
establish conclusively that the increase in imports was a result of the concession.
In many cases there will be other casual factors; and if all of the causes should be
disentangled and separately weighed, it might be found that the increase in im-
ports was due mainly, if not solely, to causes other than the concession. But if
imports have increased following a duty reduction, the logical inference, quite
apart from more specific evidence, would ordinarily be that the increase was
caused, at least in part, by the duty reduction. Indeed, the very purpose of a
reduction in duty is to cause imports to be larger than they would otherwise be.
If the increase was, even in part, the result of the concession, that is sufficient,
since the language of the escape clause clearly does not require that the concession
be the sole, or even the chief, cause.

The question may be raised whether the binding of an existing duty against
increase, or the binding of continued free entry, could in itself cause an increase
in imports. As to most articles, no doubt, any increase in imports which takes
place after a binding must be attributed to other causes. However, in some
instances there may previously have been fear on the part of foreign producers
that the duty might be increased or a duty placed on a presently free article.
They may, therefore, have hesitated to take the steps, expansion of equipment,
establishment of market connections, reduction of prices, etc., necessary in order
to make possible an expansion of their exports to the United States. With the
assurance resulting from a binding they might take these steps and a subsequent
increase of imports might properly be found to be attributable, at least in part, to
the binding.

Imports under suck conditions as to cause or threaten serious injury
When it has been found that the quantity of imports of any product has

increased and that the increase has, in part at least, resulted from a tariff
concession, the Commission must then determine whether imports are entering
"under such conditions as to cause or threaten serious injury to domestic pro-
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ducers." The phrase quoted will require the Commission to investigate the
conditions, here and abroad, under which the increase in imports occurred, and at
the same time to determine whether these conditions are such as to cause or
threaten serious injury. The discussion below of the question of criteria to be
considered in determining whether serious injury has actually occurred or is
threatened necessarily includes a discussion of the conditions under which the
increase in imports has occurred.

Determination of the producing group or groups to be considered
The escape clause refers to injury to domestic producers of like or similar

articles. In each investigation under this clause, the Commission will have to
determine what group or groups of producers are concerned. In some cases the
Commission will need to consider to what extent the impact of imports on a limited
group of producers in an industry can cause or threaten serious injury in the
sense of the escape clause. Two principal situations in which this question may
arise are discussed below.

One is the situation where import competition is substantially confined to a
limited area, or limited areas, of the country, usually along the seaboard. On
many commodities of low unit value, transportation charges are a major factor
in delivered prices. Low ocean transportation charges sometimes enable foreign
producers to obtain a considerable or large share of the total market in some area
or areas close to the seaboard, even though they are not able to penetrate any
considerable distance into the interior. Here two widely different situations
may present themselves, apart from intermediate situations. At the one extreme,
there may be producers who are located within such a seaboard area, who are the
principal domestic producers selling there, and who, in view of freight charges,
must market most of their product in that area. Increased import competition
may represent serious injury to these producers, even though producers elsewhere
are little affected. At the other extreme, there may be no domestic producers
within the area, and the ability of domestic producers elsewhere to compete in it
may depend chiefly on the relation between the transportation charges they must
pay and the charges, including duty, on the imported product. Under these
circumstances injury to domestic producers from an increase in imports substan-
tially confined to the particular area could hardly be considered serious if that
area represents only a small fraction of the total domestic market, but it might
be considered serious if it represents a considerable fraction of the market.

Another situation where the question of the extent of the field affected by import
competition may arise is that in which the article in question represents only a
minor fraction of the whole output of an industry. Here the position of different
individual concerns in the industry would have to be considered. It may be that
for all the concerns the article is of minor importance. For example, it may be
by its nature a byproduct of processes which produce much more important
commodities. Again, although not a byproduct, the article may be, for all the
concerns which produce it, only one, and a minor one, of many articles which they
produce. The problem, however, would be different if the article were the princi-
pal, or at least a major, product of certain concerns in the industry, even though
of minor importance to the majority of the concerns. The problem would also
be different if increased competition were affecting not a single product of an
industry but several or many of its products.

No general rule can be laid down in advance to cover all cases of the kinds
mentioned in the two preceding paragraphs, or other similar cases which may
arise. Each situation must be considered on its merits, to determine whether the
injury, or threat of injury, resulting from increased import competition is serious
in the meaning of the escape clause.

Criteria regarding injury to domestic producers
As already stated, numerous classes of facts, which may for convenience be

called criteria, or indicators, will have to be taken into account by the Tariff
Commission in determining whether serious injury has been caused or is threat-
ened by an increase in imports. The order in which such criteria are mentioned
in the present memorandum has no particular significance, and should not be
taken as indicating the relative importance which the Commission attaches to
them. Each case will be considered independently.

Trend of ratio of imports to domestic production.-An important indicator as
to injury will be whether or not an increase has occurred, or is threatened, in
the ratio of imports to production. The emphasis here is on increase. The fact
that imports are in a particular ratio to domestic production cannot in itself be
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taken, ordinarily, as indicating either injury or lack of injury. Account must
be taken of the degree of competition from imports to which an industry is ac-
customed; special attention should be given to any radical increase in this respect,
actual or impending, especially when rapid.

In some instances, however, even if there has been an increase in the ratio of
imports to production, the resultant absolute magnitude of that ratio will need
to be considered. For example, the ratio after the concession might be several
times higher than before, but yet might still be so low that any injury to the
domestic industry could scarcely be considered serious. On the other hand, a
less marked increase in a ratio already relatively high might indicate more or
less serious injury.

Where imports have shown an absolute increase, an increase in the ratio of
imports to domestic production may occur (a) if domestic production has
decreased, (b) if it has remained stationary, or (c) if it has increased less than
the imports. The injury to domestic producers is, of course, most likely to be
felt in the first of these cases. Even in the third case, however, the Commission
might need to consider whether injury has occurred where there has been a great
increase in demand for the commodity and where domestic producers, although
increasing their output, have obtained a much smaller share of this increase
in consumption than have foreign producers.

In determining whether a significant change has occurred in the ratio of
imports to production, the same care must be exercised in selecting the base period
for the production figures as for the import figures. Representative years, often
prewar years, must be selected and these will not be the same for all commodities.
The discussion already presented regarding evidence as to an increase in imports
is applicable here also.

As more fully pointed out hereinafter, the fact that an absolute increase in
imports has been accompanied by little or no increase in the ratio of imports to
production does not necessarily indicate that no injury has been caused.
Domestic production may have been maintained only at the expense of a lowering
of wages or profits, or both.

In some instances, for reasons set forth in the section on "Determination of
the producing group or groups to be considered," the ratio of imports to pro-
duction may need to be considered not merely for the country as a whole but
for certain particular areas or certain special branches or segments of the
industry.

In addition to the trend of the ratio of imports to domestic production, infor-
mation on other underlying competitive conditions will often be important as
indicating the nature and degree of the injury, if any, which has been caused,
and more especially as indicating whether injury is threatened. These factors
are discussed in the next two sections.

Costs of production.-Information regarding differences in the total delivered
costs of imported and domestic products will be of much significance in this
connection, whenever it can be readily obtained. In most instances, however,
complete cost comparisons, similar to those undertaken under section 336 of the
tariff act, will not be possible in investigations under Executive Order 9832.
The determination of precise cost differences is at best difficult, because of the
complex questions which are likely to arise regarding the comparability of the
domestic and imported product, the allocation of general and overhead costs to
particular joint products or byproducts, the method of averaging costs of different
producers, the appropriate markets to which to compute costs of transportation,
and other matters. The fact that it usually takes months to make any close
comparison between total domestic and foreign unit costs will in itself in most
instances rule out any attempt to get complete data. In some instances, however,
it may be possible, without undue difficulty, to compare costs of representative
United States concerns with invoice prices of imported products, including in
both instances transportation and other charges involved in getting the goods to
competitive markets.

Even where average total costs cannot be obtained in an investigation under
Executive Order 9832, light on the subject may in some instances be gained from
comparison of changes here and abroad in particular cost elements, such as
major raw materials, wages, and transportation charges. However, the extent
to which changes in a particular cost element are significant may depend upon the
changes, if any, in other cost elements, in the domestic or in the foreign industry,
for which adequate data are lacking. For example, it may be impossible to
obtain adequate information as to changes in technology, and consequently in
productively of labor.
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Price trends and conditions of supply and demand.-Determination as to
whether injury has occurred or is threatened by reason of increased imports will
often be facilitated by comparison of price movements here and abroad and of
price movements in this country of imported and competing domestic products,
by ascertaining what methods of marketing the foreign goods are being practiced,
and by a general study of conditions of demand and supply here and abroad.
Such price and market data may be particularly important as indicating whether
the increase in imports is likely to continue or even to accelerate.

In determining whether import competition is causing, or threatening, serious
injury to domestic producers, much may depend on whether the increase in imports
occurs in a time of rising prices and rising prosperity, in business generally or
in the particular industry concerned, or whether it occurs in a period of declining
prices and prosperity.

In studying prices of particular articles, account must be taken, especially in
times like the present, of general trends of commodity prices. Such general
causal factors as changes in exchange rates of foreign currencies, and the desire
of foreign producers, and foreign governments, to obtain dollar exchange, must
be given due weight.

Conditions of supply and demand, here and abroad, may often be illuminated
by data as to new investments in the industry, changes in the capacity and char-
acter of the equipment, and changes in stocks on hand. Regard must be given
to whether a rise or a fall in demand for the particular article, here or abroad,
is due to special technical factors such as changing consumer tastes, the intro-
duction of new substitutes, and the like. In some special instances other ques-
tions will have to be considered, particularly as regards threat of injury, such,
for example, as whether foreign producers have or have not other available
markets for their goods, or whether the foreign industry is operated by the State.

Changes in production, employment, wages, and profits.-Judgment as to
whether injury has actually occurred must in most instances depend largely on
data regarding production, employment, wages, and earnings of the concerns in
the domestic industry, and the changes therein, in the light of the particular cir-
cumstances surrounding each case. Adequate information with respect to some
of these matters may sometimes not be readily available. In some cases, it may
not be sufficiently up-to-date, especially if the competitive impact of increased
imports has been sudden. Nevertheless available data will often be sufficient to
indicate whether or not injury has already occurred. On the other hand, even
complete and up-to-date information on these matters will often not reflect the
degree to which increased imports threaten serious injury to domestic producers
which has not yet actually occurred.

It is particularly important to note that an increase in imports may cause or
threaten serious injury notwithstanding the fact that production and employ-
ment in the competing domestic industry may remain undiminished. Production
and employment may have been maintained only at the expense of cuts in wages
or in profits, or both, sufficient to keep prices competitive with those of imports.
Employers or employees, or both, may thus have suffered loss in income involving
real injury.

CONCLUSION

An attempt has been made in this report to state in general terms the nature
of the criteria which the Tariff Commission believes will enable it to form a
judgment as to whether or not the escape clause should be invoked and, if invoked,
the character of the relief, if relief is found warranted, which should be afforded.
Such a statement cannot be all-inclusive. American industry and agriculture
are too large and too varied to permit at this time more than an indication of the
various types of situations which might warrant action under the clause. The
Commission will be receptive to any evidence offered by producers, importers or
others regarding the relationship between imports and domestic production that
may have a bearing on the effect of increased competition resulting from a con-
cession made in a trade agreement. It does not intend by this report to suggest
the exclusion of any information which interested parties may consider relevant.

APPENDIx

TEXT OF ARTICLE XIX OF THE GENEVA GENERAL AGREEMENT ON TARIFFS AND TRADE

Emergency action on imports of particular products
1. (a) If, as a result of unforeseen developments and of the effect of the

of the obligations incurred by a contracting party under thfs Agreement, includ-
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ing tariff concessions, any product is being imported into the territory of that
contracting party in such increased quantities and under such conditions as to
cause or threaten serious injury to domestic producers in that territory of
like or directly competitive products, the contracting party shall be free, in
respect of such product, and to the extent and for such time as may be necessary
to prevent or remedy such injury, to suspend the obligation in whole or in part
or to withdraw or modify the concession.

(b) If any product, which is the subject of a concession with respect to a
preference, is being imported into the territory of a contracting party in the
circumstances set forth in subparagraph (a) of this paragraph, so as to cause
or threaten serious injury to domestic producers of like or directly competitive
products in the territory of a contracting party which receives or received such
preference, the importing contracting party shall be free, if that other contract-
ing party so requests, to suspend the relevant obligation in whole or in part or
to withdraw or modify the concession in respect of the product, to the extent
and for such time as may be necessary to prevent or remedy such injury.

2. Before any contracting party shall take action pursuant to the provisions of
paragraph 1 of this Article, it shall give notice in writing to the CONr&ACrINo
PARTIEs as far in advance as may be practicable and shall afford the CONTRACTING
PARTIES and those contracting parties having a substantial interest as exporters of
the product concerned an opportunity to consult with it in respect of the proposed
action. When such notice is given in relation to a concession with respect to a
preference, the notice shall name the contracting party which has requested the
action. In critical circumstances, where delay would cause damage which it
would be difficult to repair, action under paragraph 1 of this Article may be
taken provisionally without prior consultation, on the condition that consulta-
tion shall be effected immediately after taking such action.

3. (a) If agreement among the interested contracting parties with respect to
the action is not reached, the contracting party which proposes to take or con-
tinue the action shall, nevertheless, be free to do so, and if such action is taken
or continued, the affected contracting parties shall then be free, not later than
90 days after such action is taken, to suspend, upon the expiration of 30 days
from the day on which written notice of such suspension is received by the
CONTRACTING PARTIES, the application to the trade of the contracting party taking
such action, or, in the case envisaged in paragrph 1 (b) of this Article, to the
trade of the contracting party requesting such action, of such substantially
equivalent obligations or concessions under this Agreement the suspension of
which the CONTRACTING PARTIES do not disapprove.

(b) Notwithstanding the provisions of subparagraph (a) of this paragraph,
where action is taken under paragraph 2 of this Article without prior consulta-
tion and causes or threatens serious injury in the territory of a contracting party
to the domestic producers of products affected by the action, that contracting
party shall, where delay would cause damage difficult to repair, be free to
suspend, upon the taking of the action and throughout the period of consultation,
su(h obligations or concessions as may be necessary to prevent or remedy the
injury.

The CHAIRM AN. All the difficulties that are present in giving advice
in advance of the fact are present also in properly advising the Presi-
dent on whether he should escape; are there not?

Mr. RYDER. I don't think so, Senator.
The CHAIRMAN. I would like to get that very clear.
Mr. RYDER. There is this difference: Under the escape clause you

have had experience under the agreement-you have a record of what
has happened to imports and exports and what is the condition of the
industry.

The CHAIRMAN. You have a fact, rather than a prediction.
Mr. RYDER. That is right. Whereas, particularly under present

circumstances, when you don't know what is going to be the situation
3 years from now, and what is going to be the value of the different
currencies, what is going to be the cost situation in the various coun-
tries, the element of prediction and of judgment in making the predic-
tion is much greater.
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The CHAIRMAN. So an escape that might be taken today might
appear as a very bad mistake a year from now, due to the very factors
that you mentioned.

Mr. RYDER. That is right.
The CHAIRMAN. You are aware of the provisions in the multilateral

trade agreement which generalize escapes and permit all countries that
are parties to the agreement to make their own compensatory escapes
not limited to the precise article on which we escape?

Mr. RYDER. Oh, yes.
The CHAIRMAN. SO, when you start to figure an escape, you also

have to figure what escapes all these other countries might take; is
that correct?

Mr. RYDER. That is right.
The CHAIRMAN. That would tend to give a lot of pause; would it

not?
Mr. RYDER. It would not to the Tariff Commission. Of course, our

work under the escape clause is to determine, which is a difficult enough
task, whether the injury has occurred or is threatened.

The CHAIRMAN. I quite agree.
Mr. RYDER. The President would, of course, have to take into ac-

count other factors. He would no doubt take into account the kind
of things that you have mentioned.

The CHAIRMAN. Exactly. You might well advise that under the
material under which you are operating there should be an escape.
The President, on the other hand, might look over the whole field of
compensatory escapes which others might take and decide that we
cannot for that reason, take this escape.

Mr. hYDER. That is right.
The CHAIRMAN. The consequence of that being that perhaps a do-

mestic industry might be injured, might be put out of business due
to that cerebration of the President regarding other compensating
escapes which might be taken.

Mr. RYDER. There is one point I would like to bring out in regard
to that, Senator:

I had something to do with the drafting of the escape clause as it
was originally drafted, and put in the Mexican Agreement. It was
drafted because of the very obvious difficulty of foreseeing what would
be the situation at the end of the war. The Mexican Agreement was
made in the midst of the war.

Manifestly, what looked safe then now might in conditions after
the war be entirely unsafe. So in solving that problem, we hit upon,
at my suggestion, the present escape clause which is written into the
Mexican Agreement.

There had been in preceding agreements escape clauses of various
kinds, but they had been either of limited character or, in the case of
the Argentine Agreement. which was also made during the war, an
escape there which would only result in withdrawing particular con-
cessions specified in the agreement.

The merit of the escape clause that we have at present is that you
can use under that clause quotas for emergency purposes. Although
I don't like the use of quotas as a general thing. For emergency pur-
poses they are probably the best solution.
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You can frequently set a quota which will allow a fairly liberal
increase in trade to the foreign country and prevent injury to your
industry. In other words, you can satisfy the wishes of the foreign
country so that it will not retaliate and at the same time give at least
a large measure of protection to your industry.

The CHAIRMAN. The quota is the most efficient of all controls, but
it has under the view of those who do not like quotas certain repercus-
sions which are undesirable.

Mr. RYDER. As a permanent policy or permanent solution it has
many objections.

The CHAIRMAN. In other words, you can get in a race for quotas
just the same as you can get in a tariff raising race or a tariff cutting
race.

Mr. RYDER. Oh, yes; if you have because of a decline in exchange
rate or for some other reason very large imIport of an article threaten-
ing injury to an industry, you can cbeck that import by a quota and
at the same time put the quota liberal enough so as to give relative
satisfaction to the country involved.

The CHAIRMAN. Is it not a fact that under this bill, under the pres-
ent system, in the escape clause, fluctuations in exchange can frustrate
everything you are trying to do?

Mr. RYDER. It is conceivable that they might.
The CHAIRMAN. Mr. Clayton, I want you to note that especially.
Mr. CLAYTON*. I have, sir.
The CHAIRMAN. Thank you very much, Mr. Ryder.
Are there any questions?
Mr. Ryder, before you leave I would like to read a letter which is

dated May 28, 1948, addressed to me by Mr. John Gregg, Commissioner
of the Tariff Commission. He says:

UNITED STATES TARIFF COMMISSION,
Washington 25, D. C., May 28, 1918.

Hon. EUGENE D. MILLIKIN,
Chairman, Committee on Finance, United States Senate.

DEAR SENATOR MILLIIN: I am taking the liberty of writing you about H. R.
6556, the Gearhart bill, which I understand is now before the Finance Committee
of the Senate. The comments and suggestions which follow express only my
personal views and do not necessarily reflect any opinions which may be held
by the other members of the Tariff Commission. I am led to do this both in
order that any suggestions this letter may contain may receive such consideration
as you may desire to give them, and to correct any impression which may have
arisen that the views expressed by the Chairman of the Tariff Commission in
his personal letter to Mr. Doughton of May 17, 1948, represent the views of the
entire Commission.'

My principal difficulty with Chairman Ryder's letter to Mr. Doughton arises
from the discussion in paragraph 7 as to whether H. R. 6556 will enable the
Commission to render a better public service than it now performs. I do not
agree that to charge the whole Tariff Commission with responsibility for giving
advice to the President as to the extent to which a rate may be raised or lowered
without serious injury to a domestic industry, if carried out, would be incom-
sistent with the Commission's present functions and obligations or damaging to
its position as a bipartisan, fact-finding agency of the Government.

The Trade Agreements Act itself requires the President to seek the infor-
mation and advice of the Tariff Commission prior to the negotiation of any
agreement. As you know, the Commission and its staff already make available to
the President and the negotiating authorities detailed information with respect
to each of the products upon which changes in rates in the negotiation of a trade

The letter referred to also has been referred to in this hearing during the testimony,
Mr. Ryder.
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agreement are considered. Certainly this part of the law can reasonably be
interpreted also to require that the Tariff Commission advise the President how
much of a change in a rate of duty can safely be made without serious injury to
American industry. The expressed views of the President and the State Depart-
ment throughout the past 14 years have been to the effect that it is not proposed
to make changes in rates which would seriously damage domestic producers,
and that principle is clearly implied in Executive Order 9832 which resulted
from the discussions last year between the President, Senator Vandenberg, and
yourself.

Obviously it would be practically unwise to proceed with negotiations without
having the best judgment available on this critical subject. As a matter of
fact, however, the procedure and machinery established under which advice is
made available to the President and the negotiating authorities do not provide
that the Tariff Commission as such shall give advice of this character to the
negotiating authorities. Recommendations on this matter are made by the
Interdepartmental Committee on Trade Agreements on which, to be sure, a
member of the Tariff Commission sits. Such advice, however, as he may give
as a member of the Interdepartmental Trade Agreements Committee is his own
individual opinion and is not the result of Commission action; so far as I know,
it never has been during the 14 years that the Trade Agreements Act has been
in operation.

The bill now before your committee corrects this situation and it is my opinion
that this should be done. I feel strongly that the President and the negotiating
authorities should have the advice of the whole Commission and nut that alone
of one or more individual members.

I further believe that, once the negotiations are completed and the agreement
has been made, the views of the Tariff Commission should be available to the
Committee on Ways and Means of the House of Representatives and the (m-
mittee on Finance of the Senate as a measure, at least, of the way in which
the Commission carries out its obligations.

On the other hand, I think H. R. 6556 limits the work of the Tariff Commission
in connection with trade-agreement negotiations to a degree which will detract
from its usefulness. It seems to me inadvisable to preclude the Commission from
giving its advice to the President or to the negotiating authorities with respect
to the so-called "general provisions" of these agreements, for example, which in
my judgment might prove of equal if not greater importance in their effect upon
domestic industry and foreign trade than the changes in rates or other import
restrictions which may be made. Certainly the Commission has contributed in
the past in an important way with respect to such matters as valuation and
customs administration, the effect of the most-favored-nation clause and prefer-
ential treatment, and the regulations affecting quantitative restrictions and
foreign exchange.

I would hope too that the bill may be so worded as to permit negotiations to
go forward to completion in the event the Commission should submit to the
President a divided opinion.

Sincerely yours,
JOHN P. GREGG, Commissioner.

I thought I would read that while you were here, Mr. Ryder. I am
not asking you to make any comment, because I assume that you might
wish to avoid having an open fight with members of your own
Commission.

Mr. R-YDER. My own views have been made clear to the committee,
and I do not think the letter was necessary in order to say that I did
not speak for the Commission. I never assumed to do so. I made
that clear in my letter to Mr. Doughton and I made it clear in the
beginning of my statement to you.

Mr. CHAIRMAN. Mr. Clayton, before the hearing concludes, I believe
it would be well to have about -a two-page memorandum from the State
Department, giving us its view of its legal authority to include the
general provisions which it did include in the multilateral trade
agreements.

Mr. CArroN. All right, sir.
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(The memorandum will be found on p. 470.)
The CHAIRMAN. Any questions?
Thank you very much, Mr. Ryder.
Mr. RYDER. Thank you.
The CHAIRMAN. The next witness is Mr. Morris S. Rosenthal of the

National Council of American Importers, Inc.
Be seated and make yourself comfortable and identify yourself to

the reporter.

STATEMENT OF MORRIS S. ROSENTHAL, PRESIDENT, NATIONAL
COUNCIL OF AMERICAN IMPORTERS, INC.

Mr. ROSENTHAL. My name is Morris S. Rosenthal. I am presi-
dent of the National Council of American Importers, Inc., and also
president of Stein, Hall and Company, Inc., importers and manu-
facturers.

The National Council of American Importers is an organization
of American citizens consisting of more than 600 members in 22 States
importing something over 200 different types of raw materials, crude
materials, foodstuffs, semiprocessed goods and finished goods.

The Council feels very strongly that H. R. 6556 does not continue the
trade agreements program as it has been in effect under section 350 of
the Tariff Act, and we would like to recommend extension of section
350 of the Tariff Act for a period of three years without change.

Inasmuch as the Congress has already recognized the importance of
American participation in world economic and political matters and
even more importantly, has recognized that American leadership in
those affairs is vital in order to achieve stability and peace in the
world, I do not think it is necessary for me to discuss in detail the eco-
nomic aspects of the trade agreements policy. Furthermore, in read-
ing the Congressional Record of the House debate on H. R. 6556, I
sense that both sides, with very few exceptions, approved of the prin-
ciple of trade agreements as a democratic and efficient means of in-
creasing our exchange of goods with other countries. Hence, I would
like to consider the legislation that is needed which will best imple-
ment that policy and which will best enable the executive branch of
our Government to put it into action.

The Senate now has before it H. R. 6556, and I would like to dis-
cuss that bill in relation to Section 350 of the Tariff Act. This legis-
lation in particular should have two basic objectives. First, it should
enable us to arrive at trade agreement efficiently and speedily which
will stimulate the foreign trade of the United States with other coun-
tries of the world so that our economy as a whole, as well as the
economy of other nations, benefits from an increased flow of goods.

The CHAIRMAN. Just trade for trade's sake.
Mr. ROSENTHAL. No, sir. Trade for the sake of putting goods into

consumption for the benefit of all people who need them, not only
in the United States but elsewhere.

The CHAIRMAN. You would not base your argument on the sug-
gestion that we should put our goods into a country which is able to
supply the same goods for its own needs?

Mr. ROSENTHAL. I think competition is part of the free enterprise
system, Mr. Chairman, and I think that only through healthy com-
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petition will technological improvements take place, will add to the
system which moves goods into distribution among all peoples.

The CHAIRMAN. It can be assumed, can it not, that a country to be
the objective of that kind of trade would protect itself to prevent
injury to its domestic industry?

Mr. ROSENTHAL. I think all countries have gone too far in their
attempt to protect their industies, sometimes without regard to their
own efficiency of production, without regard to the character of the
goods that they can produce to better advantage, and without regard
to the cost of goods to ultimate consumers.

I think an attempt must be made within reason to increase the flow
to the cost of goods to ultimate consumers.

The CHAIRMAN. Every country in this world today is controlling its
imports either by tariffs or by quotas or by exchange license or some
other device. I assume that they all do it as meaurses of self-pro-
tection.

Mr. ROSENTHAL. I think they have all done it in what they have
considered self-protection. I have frequently questioned the wisdom
of the extent to which it has been done.

The CHAIRMAN. There is a school of thought that just unration-
alized trade in ever-increasing volume all over the world is in and of
itself a desirable objective. Do you subscribe to that theory?

Mr. ROSENTHAL. I don't think that is possible today, Senator.
That takes us back to the very early thesis of comparative advantage
of each country producing that which it can produce most efficiently
and at lowest cost. I think the economic situation in all part of the
world has grown too complex to be able to go back to that simple
element. At the same time I think if we and other countries of the
world work intelligently toward lowering all types of trade barriers
and so increase the flow of goods, it will be beneficial.

The problem then is the efficient operation of such a policy to lead
to the greatest good of the greatest number.

The CHAIRMAN. It comes back to the fact that each nation must
necessarily judge the protection of its own vital interests.

Mr. ROSENTHAL. That is correct.
The CHAIRMAN. And that necessarily drives you into wise or unwise

selective trade, does it not?
Mr. ROSENTIAL. Yes, sir; which leads me to my second point, which

is that this legislation must give American industry and agriculture
protection from serious injury to the extent warranted, considering
the welfare of our economy as a whole, and that does include the
efficiency of industrial units in various industries. It includes pro-
tection of the consumer, and it includes consideration as to how some
of our mass production industries can achieve a satisfactory volume
of exports abroad. There are a number of other factors. All of these
factors enter into a sound policy of what constitutes sound protection,
and not merely protection for the sake of protection without regard
to all other phases of our economy.

The CHAIRMAN. I do not think there is any substantial school of
thought that would go back to a Chinese wall protection view.

Mr. ROSENTHAL. No, sir. Therefore the legislation comes down as
to how we can best accomplish these two objectives.
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The CHAIRMAN. The basic philosophy that the President has an-
nounced, that the Secretary of State has announced, in securing suc-
cessive renewals of the Reciprocal Trade Act, is that serious damage
will not be done to domestic industry. Do you subscribe to that
principle?

Mr. ROSENTHAL. We would subscribe to that principle.
The CHAIRMAN. Do you admit that should be the controlling prin-

ciple?
Mr. ROSENTHAL. Yes, sir but may I add to that merely that I sub-

scribe to that basic principle, taking into consideration the other fac-
tors that I mentioned.

The CHAIRMAN. Then you would mitigate that principle, lessen it,
weaken it, if you thought there were a compensating advantage or
greater advantage to some other exporting interest, for example?

Mr. ROSENTHAL. I think that would be a mitigating circumstance
which I believe the officials of government would have to consider so
as to achieve the maximum amount of employment possible within
the United States as a whole and also the maximum employment of
capital in industry and agriculture in the United States.

The CHAIRMAN. I think you have well stated a principle which has
not been frankly faced by some of our witnesses here. I am very glad
to have a candid exposition of tariff theory.

Senator MARTIN. May I ask a question?
The CHAIRMAN. Certainly, Senator.
Senator MARTIN. How much consideration do you give to the wage

scale of the different countries that are involved?
Mr. ROSENTHAL. That question has arisen a great many times,

Senator, and I have read a great many studies of it and I have also
discussed the matter with some of the representatives of labor organi-
zations that have appeared before the Committee on Ways and Means.
Certainly I give a great deal of attention to it, but I think the records
have shown in some of the analyses that I have seen, going back to
wage scales of 1939, that some of our mass production industries which
do the greatest amount of exporting are among the best paying indus-
tries in the United States, and that in a great many other industries,
even though wages abroad are far less than they are here, the rate of
production per worker is so much less than here that our industries
are able substantially to compete.

Senator MARTIN. How much consideration are you giving to the
extraordinary demand for all production at the present time by reason
of the scarcities?

Mr. ROSENTHAL. That is why I don't think we can judge by the
present time at all. If we take the figures which I have here and
which were published in the Congressional Record in the House
debate, in the years 1938 and 1939, as compared with 1934 and 1935,
our exports to trade-agreement countries increased percentagewise to
a far greater extent than they did with non-trade-agreement countries.
1 am not saying, incidentally, that the trade-agreements program was
the only factor. There were a great many other factors. But it is
a factor, it is part, as I see it, of the whole American foreign policy
which will lead to helping economic conditions here through helping
us keep our large exports. What we have today in the way of figures
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and the tremendous demands of our goods from the war-devastated
countries of the world is no test.

Senator MARTIN. I was trying to bring out whether you have given
consideration to that.

Mr. ROSENTHAL. I have given a great, deal of consideration to it,
and that is why I don't think that I would quote any figures of what
is going on today to substantiate my basic position, because I would not.

Senator MARTIN. Is your estimate largely from the large industries,
the so-called mass production? What consideration have you given
to the small industry, where fewer than 500 people are employed?

Mr. ROSENTHAL. I would not want to pretend that I had made that
detailed kind of study, Senator, but I would like to come back to one
basic principle. I think that any making of tariffs is bound to affect
American industry. If tariff rates are increased, that will help certain
American manufacturers. It will also enable them to sell their goods
at higher prices because there is less competition. If some tariff rates
are reduced to a very low scale, it might have an adverse effect on
certain industries.

I would come back to my principle that the problem to be studied
is what will result in the greatest amount of employment at good
wages plus the greatest amount of capital employed. I don't think
any individual businessman is competent to come up with the answer.
I think the businessman will seek the welfare of his own individual
business which is his object in our economic system. I think govern-
ment agencies working with other agencies of government must be
charged with the responsibility of surveying the economy as a whole
and doing the best possible job that they can do in order that we have
the greatest amount of employment among our 140,000,000 citizens
as well as the greatest amount of capital employed in industry and
agriculture.

That is a very difficult balance to achieve, I confess, but I think
that must be our objective.

Senator MARTIN. Mr. Chairman, what I am trying to bring out, and
the witness seems to be in possession of a large amount of valuable
material. I think right now we are having a great number of casual-
ties among small business concerns in America, and that is of vital
importance to our small communities, because unemployment means
a lot to the economy of those communities. What I was getting at
was how much consideration had been given to the 3,600,000 businesses
in America which are owned by an average of 21/2 people. After all is
said, two-thirds of the labor of America is employed by those small
concerns.

Mr. ROSENTHAL. I am sure, Senator, the details could be better given
by the Department of Commerce or the Tariff Commission or the
Department of State, than I can give them. From my own recent
business experience, the few bankruptcies from which our company
has suffered among its customers in the past year, have been in indus-
tries, frankly, that have had no foreign competition whatsoever, and
to some extent I have been a bit puzzled by it. I would not want to
attempt to answer that question. I think that is a problem that must
be charged to those who have the making of these trade agreements,
taking into account all of the factors in our economy. A completely
inefficient unit, for example, or a unit employing very few people at

76984-48-----10
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home, might not do us as much good as helping to build up American
exports in some other industry with a much larger capital investment
and a much larger employment of people.

I would not want as an individual business man to single out an
individual industry, either, to help increase its exports or to harm it in
the field of domestic production. I don't think that is what I could
properly do. But that is definitely a problem that inevitably arises.

Senator MARTIN. I think that men in your own position to meet pay
rolls and meet dividend requirements on capital invested are probably
in a better position to give testimony on things of that kind than
those of us engaged in Government.

Mr. ROSENTHAL. From my observation, which is a limited one, as a
business man-I don't have the time to make detailed studies on all
industries-the conduct of the trade agreements program since its
inception has not been harmful to any American industry, and in my
examination of the 1,400-odd pages of testimony before the Committee
on Ways and Means last year, I did not see any evidence introduced
by the representatives of any manufacturing industries or of agricul-
ture in the United States that they had been harmed during the period
that the trade agreements program has been in effect.

The CHAIRMAN. Mr. Rosenthal, to bring your theory into sharper
perspective, let us suppose that the examination of X industry shows
that it employs 100,000 people. Let us suppose that concessions would
be offered whereby X industry would be put out of business as a result
of the concession, but 200,000 additional people would be employed
in another industry in this country. Would you wipe out X?

Mr. ROSENTHAL. I would have to take into consideration one more
factor in connection with that, Senator, and that is the opportunities
for increased capital investment in the industry that would be bene-
fited by the employment of 200,000.

The CHAIRMAN. Let us assume that the investment in the 200,000-
employee case would be double or triple or quadruple.

Mr. ROSENTHAL. If on net balance there would be greater employ-
ment and greater capital invested so that the 140,000,000 citizens would
have that much more security and opportunity of earning dividends on
their investment, I would be in favor of such a shift in American indus-
try. That is my belief.

Senator MARTIN. May I ask another question?
The CHAIRMAN. Surely.
Senator MARTIN. I am not arguing this. It is a matter that the

American people are facing. Do you consider it more important for
the advantageous investment of that capital for the continuous em-
ployment of the men who might be disengaged by a change in economy?

Mr. ROSENTHAL. I think the employment of people is the more im-
portant of the two, Senator, but I think in our economy they go hand
in hand. L

Senator MARTIN. What I am trying to get at, Mr. Chairman, is that
a man spends a lifetime in becoming an expert in the production of a
certain type of steel or glass or pottery. Then if we change that,
capital could very easily go to another community, but the man work-
ing in that plant cannot move everything he has in the world tied up
in that community.
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I am getting at whether first consideration should not be given to
that individual who has spent a lifetime becoming an expert, and then
by no fault of his, technology has come along and improved production
conditions, whether or not there should not be consideration given to
that man while it might not be to the total over-all economic advantage.

Mr. ROSENTHAL. Senator, I would venture the opinion that the tech-
nological changes of the past century have done more to shift our peo-
ple in their locus of employment and the type of work they do, and
have caused more changes in the flow of capital from one industry to
another than any changes in our tariff rates in the last 14 years have
done. That will continue to be true. The automobile supplanted fhe
horse and buggy and the whip business, to which one of the members
of the Committee on Ways and Means referred at the hearings which
I attended. They have gone by the board substantially. With the
new developments of the atomic age I am sure the field of physics will
bring about more radical changes in American industry than any
workings of the trade agreements program can possibly do.

I don't think it is possible to avoid them, and I realize they bring dif-
ficulties and heartbreaks.

Senator MARTIN. Mr. Chairman, I am not indicating my own posi-
tion at all, but what makes a great country is to have as many people
gainfully employed as possible and satisfactorily employed. I mean
satisfactory to their own living standards and so forth.

Mr. ROSENTHAL. That is what I think the objective must be of those
who have the duty of carrying out this program, to consider exactly
what you stated, sir.

The CHAIRMAN. Mr. Rosenthal's theory, I suggest, is an honest
and a candid theory. It is held always by free traders. I do not
know whether or not you are a free trader. The impact of it would
be, for example, that it would wipe out our sugar industry. It would
wipe out our livestock industry. It would wipe out most of our
mineral producing industries. It would wipe out a large number of
small manufacturers, and the transition would be catastrophic to the
Nation. It will never come about because the things that I have in-
dicated would make deserts out of about 15 of our States.

Mr. ROSENTHAL. I am not advocating that, either, Senator, because
I realize that. I am not advocating that by any manner of means.
I am merely emphasizing some of tle factors that I think must be
taken into consideration in arriving at sound protection.

The CHAIRMAN. It would wipe out our cotton producing industry
in this country.

Mr. ROSENTHAL. I am not suggesting that, either.
The CHAIRMAN. Go ahead, Mr. Rosenthal. Pardon the interrup-

tion.
Mr. ROSENTHAL. I don't think it necessary for me, Mr. Chairman,

in view of Dr. Ryder's testimony, to review in detail the procedure
existent under section 350. I would like to say in that connection that
I think it has been a sound procedure. I think it has afforded all
phases of our American economy to be heard in regard to the con-
templated treaties. I think the records show the extent to which our
foreign trade has increased. I think the record of our economy is
good under it, and I don't think there have been complaints that any
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one has not had a fair deal or that any industry has been adversely
affected.

The CHAIRMAN. I suggest we have been living in a very abnormal
world. At the present time there is shortage of things everywhere.
We are delighted to take in almost anything we can get. Foreign
countries are delighted to take anything that they can get that we pay
for.

Mr. ROSENTHAL. I would also like to suggest, however, that I think
that the President, acting through the Department of State, is the
proper authority to be entrusted with the responsibility of negotiating
the treaties with other countries. I say that because I feel that under
existing world conditions we can not well separate our economic rela-
tions with other countries from our political relationships with them.

I think the two go hand in hand. I believe that the time has gone
when the pohlitical relationships of states depends upon the personal
relationships of the heads of states. I think that the economic rela-
tionships of the countries of the world to each other will largely
dominate what we commonly call the political relationships in the
world to come.

The CHAIRMAN. That is another way of saying, Mr. Rosenthal, I
suggest, that to serve the diplomatic or political objectives of the
country, the President should be empowered to wipe out an industry
if it will serve those purposes.

Mr. ROSENTHAL. No, sir. May I suggest that the Congress, in sec-
tion 350, has placed very definite limitations on the President acting
through the State Department. That is the authority to raise or
lower the duties first as of 1934 and now as of 1945, to raise or lower
them as the case might be, not in excess of 50 percent. That is a
definite limitation placed upon the President.

The CHAIRMAN. We did not provide that range within which to
work so that the uttermost limits of the range may be reached to
satisfy political objectives.

Mr. ROSENTHAL. I understand that, Mr. Chairman.
The CHAIRMAN. The range was provided as a range within which

to negotiate consistent with assuring American industry against
injury.

Mr. ROSENTHAL. Yes, sir. I think that with all of the problems
confronting the Congress, both at home and in connection with foreign
affairs, I think the Congress must of necessity give some delegation
of authority to act within certain limits to the President in order
that the Congress not bog itself down with details and in order to
enable the executive branch of Government to do an efficient job. I
concede that at the moment we have an anomalous situation, as we
have had on other occasions, where the majority party of the Congres
is not the same as that of the President of the United States and the
executive branch of government. That has happened at other times.
But that is also usually something, Mr. Chairman, that is speadily
corrected by the American people one way or the other. It does seem
to me that the majority party of the Congress should delegate certain
functions within certain limits to the President of the United States as
a board of directors does to the management of a corporation, and
then have confidence in a President and Cabinet appointed by him



EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS 143

of the same party as the majority of the Congress usually is, to carry
out the policies of the Congress intelligently and efficiently.

The CHAIRMAN. You have a very good idea there, Mr. Rosenthal.
That is one of the features of this bill which I am not at the moment
advocating. That is that the board of directors, the Congress, has a
little check on what the officers are doing.

Mr. ROSENTHAL. I would like to deal with the bill, if I may, Mr.
Chairman, because I don't think it does that.

The CnAzmAN. Go ahead.
Mr. ROSENTHAL. If I may deal with the bill, then, I think the bill

lessens efficiency. I think that the bill adds nothing to administrative
efficiency. I realize in dealing with the Tariff Commission there is a
difference of opinion even among the commissioners and among a great
many members of the Congress and among business people, as to
whether the Tariff Commission should have these particular functions.

I happen to think that they should not have these particular func-
tions, for this reason: I think for the Tariff Commission to make these
detailed studies on each and every product prior to negotiation is a
task that would require a far larger personnel than it now has. Inci-
dentally, when you consider that this bill is for a period of only 1 year,
I don't see how the Tariff Commission could train the people to do the
job within the next year.

The CHAIRMAN. You have heard the testimony that there really
would be no work for it to do within a year.

Mr. ROSENTHAL. There are eight countries participating in the Euro-
pean Recovery Program with which we do not have a trade agreement.

The CHAIRMAN. Add them all up and what does it amount to?
Mr. ROSENTHAL. Not a great deal, but the principle is still important.
The CHArRMAN. The State Department has said the only treaty

they could think of on the spur of the moment, the only agreement they
might want to make at the moment was with Greece. I have heard of
one or two others; Portugal, for example.

Mr. ROSENTHAL. I have a list of eight.
The CHAIRMAN. I pointed out to Mr. Ryder that in view of the fact

that they were equipped to give digests on 1,400 items, they ought to
be able to handle these relatively unimportant agreements with both
arms tied behind their backs.

Mr. ROSENTHAL. I don't think it is sound administration to put the
Tariff Commission in the position of trying in advance to fix the so-
called peril points which are bound to have a strangulating effect upon
the President and the Department of State in their negotiations with
other countries, which is bound to act as a damper on them in what
they do, as well as the fact that I think there would be a tremendous
amount of delay.

The CHAIRMAN. Your opinion follows through with complete logic
from the premise on which you started.

Mr. ROSENTHAL. I think it does.
The CHAIRMAN. You are a breath of fresh air to the committee.
Mr. ROSENTHAL. Thank you, sir.
For that reason I would be reluctant to see the Tariff Commission

given that very vast job in advance when I believe from my observa-
tion that the Committee for Reciprocity Information and the Trade
Agreements Committee have both worked well. I would recommend
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a change, Mr. Chairman, in administration if it had not been my ob-
servation that the existing administrative procedure has worked well,
which leads me to the few criticisms that I have heard of section 350.

The CHAIRMAN. You will not be able to know, I suggest, what they
have done that works well until the shortages of the world have more
or less dried up and the world really gets on a competitive basis.

Mr. ROSENTHAL. Substantially, yes; but then the escape clause, in
the drawing of which you participated, puts the Tariff Commission I
think in a better position. It does not give it the tremendous volume
of work in advance because there is an opportunity if a specific Amer-
ican industry thinks it is threatened-

The CHAIRMAN. Have you been here all morning?
Mr. ROSENTHAL. Yes, sir.
The CHAIRMAN. The escape clause, as has been pointed out, cannot

be gone into with a view exclusive to the injuries involved in a par-
ticular industry.

Mr. ROSENTHAL. That is correct.
The CHAIRMAN. You have to go on and figure out what will happen

by way of compensating escapes by the other countries, which in itself
I suggest puts a damper on taking an escape which in my judgment
renders the escape clause practically ineffective.

Mr. ROSENTHAL. I think the escape clause should be used very
sparingly. The escape clause does give the Tariff Commission on its
own motion or at the suggestion of the President or at the suggestion
of any interested party, the opportunity of making such a study, and
then it is quite true, as you say, that all other factors would have to
be considered. I think that is important. I don't think that you can
isolate any individual unit of an industry or any individual industry
without considering its relationship to the economy as a whole.

The CHAIRMAN. The suggestion of Senator Vandenberg.and myself
was that the escape clause should serve the -purpose of escaping injuries
which could not be foreseen.

Mr. ROSENTHAL. Yes, sir.
The CHAIRMAN. The State Department now puts its main reliance

on the escape clause and argues that we can take calculated risks
because of the escape clause.

Mr. ROSENTHAL. I agree with that position, sir.
The CHAIRMAN. I know that you do.
Mr. ROSENTHAL. May I say I think it is a sound position because

there is the opportunity, and I emphasize, again, that the problem that
confronts the State Department or any other department of govern-
ment in whatever it does is a consideration of the American economy
as a whole. I think that is true of the Interstate Commerce Commis-
sion in its findings on freight rates. It has to consider not only the
railroads but the movements of goods. That is true of what the
Maritime Commission does. I think the escape clause does give the
possibility for protection where protection is needed, but it is some-
thing that is to be used extremely sparingly and only where the Presi-
dent is satisfied that action need be taken.

I think it would be very unfortunate in the whole policy of increasing
the movement of goods among the countries of the world if the escape
clause were looked upon as something to be used freely.
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The CHAIRMAN. The difficulty with the escape clause s that it takes
an enormous amount of time to get out of it, to get the basic facts upon
which a determination can be made, not only as to the individual
industry which under the injury theory must be protected, but, as I say,
the President has a lot of other things to think of in addition to pro-
tecting this individual industry against injury. He has to figure what
will 40 other escapes cost us. So he may have to sacrifice the injury
principle, and that is agreeable to you and hence again your argument
is logical.

Mr. ROSENTHAL. I think also that the President would rely upon
the Department of State as he must, in considering our over-all inter-
national relations.

The CHAIRMAN. I think we understand each other perfectly.
Mr. ROSENTHAL. Also, may I say at this point, I have the highest

regard for the Tariff Commission. I know some of the commissioners
and I know the members of their staff.

Incidentally, Mr. Chairman, I would submit that I think they need
even a larger staff than they now have to do the job they are now sup-
posed to do properly, without any consideration as to extending their
power and duties.

The next point that I make is in regard to congressional veto of these
trade agreements. There my logic follows along what I said earlier
about what I think should be the powers delegated by the Congress. I
don't think it has been a blanket abdication of the powers of the Con-
gress at all. I think that if we look upon normal American political
life as having an administration of the same political complexion as
that of the majority party of the Congress, setting a limit of 50 percent
up or down gives adequate protection. I think that to throw this back
to the Congress in a negative sense I concede-

The CHAIRMAN. That, sir, is a limit, not a standard.
Mr. ROSENTHAL. It is a limit, not a standard.
The CHAIRMAN. Congress has no right to delegate powers without

standards.
Mr. ROSENTHAL. I am not an authority on constitutional law, Mr.

Chairman.
The CHAIRMAN. There is no one here who will deny that. No one

in the room will deny that.
Mr. ROSENTHAL. Therefore, I submit that-
The CHAIRMAN. If anyone in the room does deny it, stand up and

let us hear from him.
Mr. ROSENTHAL. I think there might well be a tendency to go back,

as you yourself said before, no one wants to, to the log-rolling method
of making tariff rates. I don't think it is something that is necessary
or wise.

The CHAIRMAN. Let us get into that. We got into that yesterday.
Let us do it again. The Congress will have to vote the whole thing
up or down.

Mr. ROSENTHAL. Yes, sir.
The CHAIRMAN. It will not have the opportunity to swap back and

forth. If I have some little thing in Colorado that I want to swap
with Senator Connally in Texas, there will be no opportunity for
that. You vote here up or down. Is that not correct?
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Senator CONNALLY. I would not swap.
The CHAIRMAN. I will have to find somebody else if you remain

adamant.
Mr. ROSENTHAL. I know that, Senator.
The CHAIRMAN. You are voting it up or down.
Mr. ROSENTHAL. Yes, sir.
The CHAIRMAN. And there is no log-rolling about it.
Mr. ROSENTHAL. No, sir; but what I think could happen-I think

these things have happened, with all due respect to the Congress-
if there are one or two items in the bill to which very strong exception
is taken in an individual agreement, that agreement might be voted
down and I do not think that would necessarily be sound. I don't
think the Congress can make the economic studies on individual items
to that extent. I think as long as you have limited the President to 50
percent up or down as limits, not standards, I think you can safely
trust that to a President who after all is usually a member of the
same party as is the majority of the Congress. I think it is sound
administration, Mr. Chairman.

The CHAIRMAN. I would have more comfort if that were a fact.
Mr. ROSENTHAL. I am sure of that, Mr. Chairman; but I don't know

which way you can be assured of your comfort. But as a matter of
basic principle, I am inclined to think that has happened more often
than not in the history of our American Government. I think it
will continue to.

The CHAIRMAN. We struggle along even though there is a difference
in politics.

Mr. ROSENTIAL. May I point out another part of H. R. 6556 which
disturbs me. It extends the 50 percent decrease from the rates of
1945. However, it gives power to increase the rates 50 percent above
1934. I think that is unfortunate. I think it is unwise. I think it is
necessary because the implications in it are, Mr. Chairman, that we
are reverting to a somewhat blind protectionist policy without regard
to the economic conditions of the world of today. I think it carries
a very unfortunate implication regardless of the administration.

The CHAIRMAN. If the test is protection against injury, if it should
require a raise, all of the reasons for decrease are present before the
raise.

Mr. ROSENTHAL. Yes, sir; but I submit that up to date I don't think
that is necessary. I think the implications of it are very bad, Mr.
Chairman. I think it very definitely can lead us to go back to excessive
tariff rates. By implication it extends the possibility of restoration
of tariff rates which certainly would not be sound for the American
economy. I submit in any extension of the principle, the rates should
be 50 per cent up or down from the 1945 levels as in the act now in
effect.

The CHAIRMAN. I suggest the rate should be whatever will pro-
tect American industry against injury up or down.

Mr. ROSENTHAL. Within the limits that I suggested, sir, I would
agree.

The CHAIRMAN. Thank you very much, Mr. Rosenthal.
Mr. ROSENTHAL. Then another thing is, I think it unfortunate that

the Act be extended for a period of only 1 year. If we accept the
principle-
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The CHAIRMAN. Are you aware of the fact that the State Depart-
ment below the level of the Secretary of State was in serious doubt
whether it would ask for any extension this year?

Mr. ROSENTHAL. I had heard rumors to that effect, Senator, but I
had not been told that directly and I would venture if that were so,
I would have disagreed with the Department of State on that, as I
have on other occasions.

The CHAIRMAN. That again is an honest answer.
Mr. ROSENTHAL. I think that is important to extend it for a period

of 3 years. I think if we accept the principle that in our economic
workings with other countries of the world we wish to take the lead-
ership in urging them to lower their trade barriers-I am not referriu!
only to tariffs-and if we are going to do something on our own in
leadership to encourage them to do likewise, after the several exten-
sions for periods of 3 years, for the Congress now to extend it for
only 1 year again carries with it the implication that we are backing
out on what I feel strongly to be settled bipartisan American foreign
policy.

The CHAIRMAN. There is no reason for that. We have always
granted extensions to reciprocal trade.

Mr. ROSENTHAL. Yes, sir; but suddenly after granting them for
periods of 3 years, with one exception of when it was 2 years, as in
1943, suddenly to do it for only one year with an election coming up
in the fall assuredly carries with it the implication that this is not
considered a sound method of conducting our foreign economic rela-
tions.

The CHAIRMAN. It also carries the implication that this subject
should not be completely reviewed during an election year, and the
very partisan facets which have developed out of this matter lend
emphasis to that view.

Mr. ROSENTHAL. YOU see, Senator, I don't look upon the trade
agreements program and policy as high tariff versus low tariff or as
free trade versus protection. I think it should be beyond that by
this time. I think we have learned that just as in our political rela-
tions we have to do a certain amount of negotiating with other coun-
tries, so we have to do the same in our economic relations. I don't
think it is a political matter. I submit that it is a sound method for
a country with an economic system such as our own to adopt and hold
out to the world as our method of dealing with other countries toward
the reduction of trade barriers which will increase the flow of goods.

I don't think it should be looked upon as a partisan political instru-
ment at all regardless of the administration which created it and
regardless of the political party which is the majority of the Congress
today. I think it should be accepted bipartisan American foreign
economic policy and as such endorsed by both parties. Then within
the limits prescribed by the Congress, with efficient administration

The CHAIRMAN. And standards?
Mr. ROSENTHAL. I don't know exactly what you would mean by

standards. I think we have standards.
The CHAIRMAN. It is the thing against which you measure your

limits.
Mr. ROSENTHAL. I think, Senator, you have them.
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The CHAIRMAN. The standards under your theory, all of the theories
which you have mentioned for making it a trade agreement.

Mr. ROSENTHAL. Yes, sir.
The CHAIRMAN. Under another theory, the standard is, you shall

not do anything here that will injure American industry. That is
the standard.

Mr. ROSENTHAL. What is the criteria of what you mean by injur-
ing American industry and agriculture, Senator? I don't think I
can pick one out.

The CHAIRMAN. All right. We cannot argue the whole subject of
what goes into that standard and what has to be considered. There
has to be a standard. It is either supplied by the administrative
agencies as they see fit to do or it is supplied by the Congress.

Mr. ROSENTHAL. Right, but we have the limits.
The CHAIRMAN. Constitutionally it must be supplied by the Con-

gress.
Mr. ROSENTHAL. I am assuming that section 350 is constitutional,

and if it is constitutional, I feel that even though I might disagree at
times with the executive branch of government, that broadly speak-
ing the executive branch of government is just as concerned with the
welfare of American industry and agriculture as any businessman
is or as the Congress is. Thank you very much, sir.

The CHAIRMAN. Mr. Clem Johnston, of the United States Chamber
of Commerce.

Be seated, please, and identify yourself to the reporter.

STATEMENT OF CLEM D. JOHNSTON, MEMBER OF THE BOARD,
CHAMBER OF COMMERCE OF THE UNITED STATES

Mr. JOHNSTON. I am Clem D. Johnston, proprietor of a public ware-
house in Roanoke, Virginia, and a member of the board of directors of
the Chamber of Commerce of the United States. I am here to present
the views of the chamber in support of continuation of the trade
agreements program.

Mr. Earl 0. Shreve, president of the chamber, now in Europe attend-
ing a meeting of the International Chamber of Commerce, presented
our views before a subcommittee of the House Ways and Means Com-
mittee. A copy of his statement on that occasion is appended to my
statement and you may want to incorporate it in the record of these
proceedings.

The Chamber of Commerce of the United States takes pride in the
leadership business has provided in international affairs. Our organ-
ization has supported the concept of the United Nations and its
efforts. We have supported the European Recovery Program. We
have recently registered our favorable views concerning measures of-
fering relief to displaced persons. In other words, we subscribe to a
positive and aggressive approach to international matters-seeking for
sound solutions which will be consistent with the social, economic, and
political philosophy which has been so abundantly proven by the
strength of our own great Nation.

There is a close relationship between the trade agreements program
and certain of our other international obligations and interests. Par-
ticularly is this true with the European recovery program, which
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requires the beneficiary countries to develop a pattern of trade reciproc-
ity. We must advance aggressively and meet the challenge of these
world problems by every forward-looking measure consistent with our
way of life. We have, in the trade agreements program, an instru-
ment which has proven its merit. Let us not destroy its value by
hastily considered improvisation.

This point of view is not a sudden innovation with the Chamber.
The membership at the twenty-first annual meeting on May 5, 1933,
adopted a policy urging the development of a system of trade agree-
ments which, while providing reasonable protection for industry and
agriculture, would be in the national interest. Since that day, more
than a year before the enactment of the Trade Agreements Act on
June 12, 1934, the Chamber has consistently supported this program.

The present policy of the Chamber was adopted by referendum of
the 2,500 organization members we had in June 1946. By a vote of
2,443 to 17, those organizations said:

The policy of the Trade Agreement Act should be continued. This policy gives
adequate authority for the Government, through its established agencies of
negotiation and administration, to reach effective agreements for the reciprocal
and selective adjustment of tariffs and other barriers to trade, including quota
restrictions and other obstacles to the reasonable flow of goods and services.

There should be appropriate safeguards in legislative provisions for ample
public notice and open hearings, and clauses in the agreement providing, in case
of unforeseen developments, for the modification or withdrawal of concessions,
in order to prevent serious injury to domestic producers. Neither in the original
form nor in the practical application by reason of events that were not con-
templated should agreements be permitted to cause destructive competition in
American agriculture or industry.

The CHAIRMAN. You subscribe to the principle that the agreement
should not be made if it threatens serious injury; do you not?

Mr. JOHNSTON. I do, sir.
We do not believe that the proposed legislation now being con-

sidered, H. R. 6556, is consistent with this policy. The bill can hardly
be looked upon as a continuation of the trade agreements program in
its historic concept, even for 1 year.

It may be assumed that those nations of the world who look to the
United States for postwar leadership may question the good faith and
intentions of our Nation. It seems probable that some might read
into this act a complete repudiation of our "goal of maximum bene-
ficial world trade." The difficulties attendant upon the new pro-
cedures proposed in the House bill would make realization of our
original purpose highly unlikely.

Placing all responsibility in the Tariff Commission for the de-
termination of so-called "peril points" appears to have several un-
desirable effects. These "peril points" are the maximum and
minimum points between which negotiations could proceed without
reference to Congress. It is doubtful whether the Tariff Commission
could achieve the wide correlation of diverse interests that is now
obtained through the interdepartmental committees.

In the light of its historic functions, the Tariff Commission would
probably be chiefly concerned with the impact against the specific
domestic commodities involved in negotiation. For the best interests
of this country, equal consideration should be given to other producers,
to consumers, and to the public generally.
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To vest the power of determining these "peril points" solely in the
Tariff Commission would make that organization vulnerable to the
pressure of affected interests to a degree that might challenge the
recognized objectivity of this valuable agency.

Such a concentration of authority might cause the Commission,
from the standpoint of self-protection, to set "peril points" so con-
servatively that successful negotiation would have to exceed the range
of option. This would mean that almost every successful agreement
would necessarily have to go to Congress for approval. Thus, it is
not only conceivable but even probable that this act may return the
highly technical subject of tariff writing to the crowded calendars of
Congress.

H. R. 6556 would require the Tariff Commission to assume a policy-
making function which in the past it has seldom exercised. It does
not seem advisable to disturb the purely fact-finding function which
it has performed so well by using it to establish policies of such grave
potentialities as contemplated under H. R. 6556. Such decisions would
have to be made not on fact alone but also upon the basis of assump-
tions and estimates of future probabilities.

The CHAIRMAN. Were you here this morning during the testimony
of Mr. Ryder?

Mr. JOHNSTON. I was; yes.
The CHAIM3AN. Did you hear the letter of the other gentleman?
Mr. JOHNSTON. Mr. Gregg; yes.
In my opinion, this responsibility would be performed much better

by existing interdepartmental committees, composed as they are of
representatives of seven Federal agencies, the Tariff Commission and
the Departments of Labor, State, Commerce, Treasury, Agriculture,
and of the National Military Establishment.

The changes proposed for the administration of the trade agree-
ments program by H. R. 6556 would have the effect of greatly impair-
ing the intent and spirit of the original law, to expand foreign markets
for products of the United States. to afford corresponding markets for
foreign products in the United States, and to reduce or eliminate
existing trade barriers.

Moreover, extension of the legislation for only 1 year, together with
the radical changes proposed, would cause many persons to assume
that this is the first step toward eventual discontinuance of this pro-
gram. Businessmen fear uncertainty even more than they fear adverse
conditions. They are accustomed to face known conditions, however
adverse, and adjust to meet them.

But faced with uncertainty, they cannot plan ahead, they are reluc-
tant to invest in highly specialized plants and machinery, they cannot
devise long range sales programs. Passage of the House bill would
be extremely unfortunate, for such action would reflect an attitude
of hesitation and uncertainty as to our future trade policies. It would
also be interpreted as a reversal of attitude in respect to international
cooperation in recovery and the restoration of a healthy multilateral
world trade.

The position and the responsibility of the United States in world
affairs at the present time require constructive and statesmanlike
leadership. We have provided that leadership in numerous measures
we have taken looking toward restoration of world economy, and
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removal of impediments to trade. Our friendly relations with foreign
countries should not be clouded by any steps which could be interpreted
as a substantial alteration of proven policy.

The CHAIRMAN. You do not suggest that we should regulate our
important policies on the basis of what the other fellow thinks; do
you?

Mr. JOHNSTON. Yes, I think in the case of world recovery the atti-
tude of the foreign nations, the spirit of hope that has recently been
engendered, is important. There was a spirit of hopelessness
throughout the world that the Marshall plan largely contravened.

The CHAIRMAN. Let me put it to you in another way:
If we were pursuing what you would agree would be a wrong policy,

should we rectify it because someone might not like it outside this
country?

Mr. JOHNSTON. I think the interests of the United States and the in-
terests of the world in general have become largely synonymous. We
certainly are not going to do it simply because someone is opposed.

The CHAIRMAN. Of course not. I mean you can put too much
sale on that argument. The point is to protect our best interests and
our proper place in the world.

Mr. JOHNSTON. Correct, sir.
The CHAIRMAN. And we should do that even though it may be

misunderstood; is that not correct?
Mr. JOHNSTON. We would be willing to do it if that were to our

best interests; yes.
The CHAIRMAN. Of course.
Mr. JOHNSTON. The trade agreements program has been our tariff

policy since 1934. The House bill was introduced only 13 days before
it was passed. If that bill should become law, we would have changed
a basic foreign economic policy without adequate public delibera-
tion or public mandate.

The CHAIRMAN. Are you aware of the scope of the hearings held
last year in the House?

Mr. JOHNSTON. Only in a general way, sir. I knew that there
were extensive hearings last year.

The CHAIRMAN. Very extensive.
On the Senate side here, we had 10 to 12 days of hearings on the

general subject of reciprocal trade, and the proposed ITO. The
subject is no stranger here at all. Very full hearings have been held
upon it.

Mr. JOHNSTON. On the basis of the general subject; yes. On this
particular bill, I understood that there were only 13 days between the
introduction of H. R. 6556 and its passage by the House.

The CHAIRMAN. The Congress has the basic knowledge which it has
derived from hearings last year on both sides, out of which someone
might propose a bill of this kind.

I suggest without another word of evidence we would be amply pro-
vided with sufficient information to determine whether this is or is not
a good bill.

Mr. JOHNSTON. Simply from the Chamber of Commerce of the
United States' point of view, we have not had an opportunity to hear
from our constituent members regarding their position except in a few
instances within the 13 days' time that elapsed.
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The CHAIRMAN. Then your constituent members must not be on the
sucker list being deluged with form letters and telegrams to be sent in
here to us.

Mr. JOHNSTON. The Chamber of Commerce of the United States
wishes to reiterate its previous position that present legislation and
existing Executive orders, including the present escape clause, provide
adequate safeguards. We hope this committee will approve a measure
which will extend the present trade -greements program for 3 years
without change.

The CHAIRMAN. Thank you very much, Mr. Johnston.
Are there any questions, Senator?
Thank you very much, sir.
Mr. JOHNSTON. Thank you, sir.
(The statement of Mr. Shreve follows:)

STATEMENT BY EARL 0. SHREVE, PRESIDENT, CHAMBER OF COMMERCE OF THE
UNITED STATES

I am Earl 0. Shreve, president of the Chamber of Commerce of the United
States. I wish to express my appreciation to this committee for the opportunity
to appear before you to present the views of the Chamber of Commerce on this
vital subject of Trade Agreements Act renewal.

With me is Mr. Curt G. Pfeiffer, member of the Chamber's Foreign Commerce
Department Committee, who will be associated with me in my presentation and
who is particularly familiar with the Chamber's long and consistent policy on
trade agreements.

I am disappointed, however, Mr. Chairman, that it is necessary to conduct
closed and limited hearings on a subject which has such vital importance at this
time, and that many organizations will not have the opportunity to express their
views. Many local chambers of commerce and trade organizations, as well as
some American chambers of commerce abroad, have taken positions on the matter
and undoubtedly would like to make their comments regarding extension directly
to the committee.

At its twenty-first annual meeting on May 5, 1933, the Chamber of Commerce
of the United States adopted a policy urging the development of a system of trade
agreements which, while providing reasonable protection for industry and agri-
culture, would be in the national interest.

This policy was subsequently reaffirmed and strengthened by our membership
in 1934 and 1938.

In 1943 a policy was adopted urging specifically that: "The policy of the Trade
Agreements Act should be continued." This policy expressed approval of the
established procedures for negotiation and administration of the program. The
necessity was stressed for "legislative provision for ample public notice and open
hearings, and clauses in the agreements providing, in case of unforeseen develop-
ments, for the modification or withdrawal of concessions, in order to prevent
serious injury to domestic producers."

This sequence of policy has been outlined to you in some detail to indicate that
the Chamber's present position has resulted from 15 years of continuing studies
and that our policy position has consistently supported this trade agreements
program.

Our present policy was adopted by referendum of the 2,500 organization mem-
bers we had in June 1946. By a vote of 2,443 to 17, those organizations said:

"The policy of the Trade Agreements Act should be continued. This policy
gives adequate authority for the Government, through its established agencies
of negotiation and administration, to reach effective agreements for the reciprocal
and selective adjustment of tariffs and other barriers to trade, including quota
restrictions and other obstacles to the reasonable flow of goods and services.

"There should be appropriate safeguards in legislative provisions for ample
public notice and open hearings, and clauses in the agreements providing, in case
of unforeseen developments, for the modification or withdrawal of concessions,
in order to prevent serious injury to domestic producers. Neither in the original
form nor in practical application by reason of events that were not contemplated
should agreements be permitted to cause destructive competition in American
agriculture or industry."
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By this policy, the membership recognizes the importance of having available

at all times appropriate executive machinery for the prompt adjustment of tariffs
through reciprocal negotiation, flexible enough to meet rapidly changing world
economic conditions. At the same time, one of the fundamentals of the Chamber's
position has been, very naturally, that the administrative machinery contain
adequate safeguards for the protection of domestic industry and agriculture
from destructive competition by foreign goods.

The principal opposition to the legislation has been, of course, on the latter
point. There may have been some temporary disturbance in some lines of busi-
ness as a result of adjustments necessary to meet altered conditions, and there
has been probably a greater degree of competition, short of permanent injury.
It is my opinion, and I think this is shared by many persons who have been
intimately associated with the details of the program, that the opposition as
voiced by many interests has been prompted more by apprehension as to possible
future injury than by actual experience of destructive effects. It is true, cer-
tainly, that instances in which actual injury has occurred, and which have been
serious enough to warrant recourse to the established machinery for the correc-
tion of abuses, have been very few indeed.

Nevertheless, in saying this, I do not mean to minimize or brush aside the
possibilities of injury, even under agreements which have been in force for many
years. I think we should be constantly alert to such possibilities, and not to
allow unfair or injurious instances to gain headway. We should remember that
ever since the beginning of the program, even before the war, abnormal economic
forces have been at work which have made it impossible, virtually, for us to
judge what results actually might have flowed from the agreements had more
normal conditions and relationships prevailed. The disruptions and dislocations
in trade during the war years were convulsive and in the prewar period recovery
from the depression lows were erratic, and accompanied in the latter years by
preparation for war in some areas. These conditions have made it very difficult
to assess the true effect of many of the earlier tariff concessios. Very abnormal
conditions still persist and will be present until recovery in Europe and other
war-torn areas gradually arrives. As recovery takes place, it will be increasingly
important that extreme care be exercised by administrative authorities, not only
in making new concessions, but in watching the effects of the very substantial
reductions which we have made in our tariff schedules over the years, and
particularly those made in the Geneva negotiations.

The administrative machinery for negotiation, and for the determination of
articles on which concessions in our tariffs may be made with safety, has been
improved and strengthened through the years, as experience has dictated. The
recent requirement under Executive Order No. 9832 of February 25, 1947, which
provides for the inclusion of general escape clauses in all trade agreements
entered into after that date, has, I think, greatly strengthened the features of
the program which are aimed at the safeguarding of our domestic producing
interests. Under this clause, the United States is free to withdraw or modify
any concession which is found, in the judgment of the Tariff Commission, after
public hearing, to be threatening or causing serious injury to domestic producers.
It forms a part now of all agreements which were negotiated with the participat-
ing.countries at Geneva last year, and those negotiated previously with Mexico
and Paraguay.

Confidence in the program should be strengthened further by another provision
of the Executive order, which requires the Tariff Commission to keep informed
at all times on the operation and effect of the provisions relating to duties and
other restrictions, and to render, at least once a year to the President and to
Congress, a factual report on the operation of the program.

From the point of view of practical operation, I cannot see advantage in
changing the present basic legislation in such ways as would restrict the flexi-
bility of administrative procedure which has characterized the program since
its inception. Congress in renewing the legislation for 3 years should oppose
any amendment to the act which will nullify the advantages in the present
system of negotiation and administration.

In view of the leadership which the United States is taking in so many ways
to encourage international cooperation, the removal of burdensome trade restric-
tions, and the restoration as promptly as possible of healthy world economic
conditions, any restriction on or crippling of the trade agreements program which
would destroy its effectiveness, particularly at this time, would have very unde-
sirable repercussions. Discontinuance or impairment would destroy consistency
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in United States policy and would undermine world confidence in the sincerity
and permanence of our international leadership, a confidence which could not be
restored easily.

In conclusion, the Chamber at its thirty-sixth annual meeting which closed
last Thursday, reaffirmed a policy adopted in 1945 entitled "Restrictive Practices
in Foreign Trade" which I quote:

"The Chamber of Commerce endorses the principle that a greater production
and wider distribution of goods at lower prices to all peoples from all sources
of the world will improve the level of world prosperity and promote a gradually
rising world standard of living.

"The principle of nondiscriminatory multilateral economic relations is the
basis of the foreign economic policy of the United States.

"The existence of excessive and unreasonable tariffs and all forms of discrimi-
nation whether through exchange controls, quotas, preferential treatment,
monopolies, subsidies, bilateral trade and exchange agreements and other trade
restrictions seriously obstructs such wider production and distribution.

"The Chamber of Commerce urges that the United States Government declare
itself as opposed to all such restrictive practices in the administration of its
own foreign trade policy, and in all its trade agreements and other negotiations
with other nations exert its full influence toward the early elimination of these
practices."

The CHAIRMAN. Dr. Mildred Northrup, please.
Dr. Northrup, will you make yourself comfortable and identify

yourself to the reporter?

STATEMENT OF DR. MILDRED NORTHRUP, ASSOCIATE PROFESSOR
OF ECONOMICS, BRYN MAWR COLLEGE

Dr. NORTHRUP. I am Mildred Northrup, associate professor of
economics at Byrn Mawr College. I was called here this morning,
I think, to speak for myself as an expert, but also I am speaking for
other women's organizations.

I should like to say that these organizations know that I am here
this morning. I shall speak as an individual. They will file their
own statements, if they may, but they wanted you to know that they
were interested.

The CHAIRMAN. We will be very glad to have their statements.
Dr. NORTHRUP. The League of W¥omen Voters, the Women's Action

Committee for Lasting Peace, the National Women's Trade Union
League, the United Council of Church Women, the National Council
of Jewish Women, the National Board of the YWCA, and the Women's
International League for Peace and Freedom.

I don't know what you think about women's organizations in general,
but my-

The CHAIRMAN. Any man in my business must have a very high
regard for them.

Dr. NORTHRUP. Thank you. I am glad to get that statement from
you..

We have been working for years, as you know, and I have the
highest respect for the intelligence and the wisdom of these women's
organizations.

I should like to make also the point very clear that the policy deter-
minations that they take and the statements that they file with you
are made on the most wide, democratic basis in national conference and
meeting assembled, so they are perfectly intelligent in the field in
which they act.
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I should like to say, now speaking for myself, but I think represent-
ing the general policy of these organizations: I am against H. R. 6556
on five major counts. The first, because of the general conception of
the tariff which is implicit throughout the bill.

In the second place, because of the method that it sets up. In the
third place, because it does give the added provision for an increase in
tariff rates over the 1930 rates, and in the fourth place, because of the
veto, and in the fifth place, the 1-year extension provision.

I should like to go back first of all to the tariff, because in my field
in international economics I have become more and more impressed as
we move into this realm of international economic relations that the
tariff has been lifted out of a single conception.

It is not just the tariff any more. It is one of the most essential
instruments of commercial policy that this country has had in its
own hands. We use the tariff as other countries use exchange controls
or the quota or other weapons in international trade. In the inter-
national aspects of the use of the tariff it seems to me most important
that everybody in this country realizes that the tariff is one element
of commercial- policy, and our commercial policy is what we stand
and fall on before the world.

Also, as far as the tariff is concerned, the tariff has become one of
the most complex instruments of commercial policy. You cannot
look upon the tariff just as a single rate falling upon a single industry.
You have export aspects of the tariff. You have repercussions that
might fall on total income. You have repercussions that might fall
upon consumers' prices, if you will.

In the determination of the tariff in this country, as I have watched
the Reciprocal Trade Agreements Act go through, the Treasury De-
partment is interested in a tariff negotiation. The Department of
Agriculture must be interested. The Department of Commerce is
delegated the responsibility for exports. It must be interested in our
import policy.

The Tariff Commission-of course, everybody is heavily relying on
the Tariff Commission. The State Department is responsible for the
treaty negotiations of the tariff.

H. R. 6556 actually removes that type of determination on the
tariff. It sets the Tariff Commission up alone, in isolation, really, and
permits the single channel of single interests, which is the protective
producers' interests, to fall upon the determination of that tariff
rate.

That is a kind of vitiation of the whole meaning of the tariff which
makes me come out with a strong feeling of fear, really, that if this
method of tariff determination is set up we will no longer have a
way of finding the correct type of tariff for the best interests of the
whole economy, and that is one of the strongest feelings that I have.

The second point that I should like to make is that the provision in
the bill which permits us to lift the tariff rates 50 percent above the
1930 rates, if necessary, is one which does in effect reverse the tariff
policy of the United States.

In other words, it does say that in certain instances we may have
a high protective tariff.

The CHAIRMAN. That is implicit in the present act.
76984-48-----11



156 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

Dr. NORTHRUP. That is implicit in the present act, except we have
said-

The CHAIRMAN. It may go up as well as down.
Dr. NORTHRUP. But the 1945 act permits a cut in the 1945 rates.

We go further and permit an increase of 50 percent over the 1930
rates.

The CHAIRMAN. Your suggestion is they should be better balanced?
Dr. NORTHROP. My suggestion is that they should be much better

balanced.
The CHAIRMAN. You have no objection to a raise in the rates, if it

is well founded?
Dr. NORTHRUP. Yes. If it were clearly known that the United

States, the greatest nation in the world, were going to maintain that
economic strength upon which its power rests, but is also going to
stand before the world as a nation interested in freeing trade. That
is it, really.

The CHAIRMAN. I think I would agree with you 100 percent. I
think you have made a very summary statement of what our policy
should be. We should protect the United States and maintain our
proper place of leadership and of influence in the world, but also pro-
tecting our own strength.

Dr. NORTHRUP. If by protection you mean our total economy, yes;
I would agree with that 100 percent, too.

I think sometimes we use the word "protection" differently. I
would not agree with you that by protecting any one industry you
would maintain and protect the power position of the United States.

The CHAIRMAN. If you had a policy of cushion on one industry,
which policy enables you to move to a succession of industries, pretty
soon you would have accomplished what might be a very catastrophic
result in the over-all economy.

Dr. NORTHROP. I think if we always keep in mind the fact that all
of the interests are to be represented in the determination of our
tariff policy, we would not go far wrong. I think when we permit
special interests to be too heavily channeled in any one place, we
might do that.

Senator MARTIN. I am very much interested in what you are say-
ing concerning keeping the over-all economy strong.

What do you mean by having all parties interested? I think if
you would elaborate on that, it would make a little clearer.

Dr. NORTHRUP. Senator Martin, I think the thing is this: The
tariff is one instrument of commercial policy, but however we use
it will affect in the first place our real level of exports-our export
policy. It will affect the kind of goods that are bought and sold in
this country. It will affect the pricing of those goods. It will affect
specifically industries, sometimes not just the industry protected
but related industries, working back to raw material prices.

So you have, too, to look upon the tariff as something that effects
the total economy even in the process of making it. Do you see what
I mean; it is not just the one single industry determination. All sorts
of people have interests. Labor groups are interested in the tariff.
Consumers are certainly interested in the tariff. The individual pro-
ducer is interested. That is what I meant, you see.
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The thing about the determination is that at every stage those in-
terests have to be represented to balance each other, or else you will
just go back to a high protective system.

The CHAIRMAN. The effect of your argument would be to weaken or
possibly to destroy the principle of protecting individual industries.
I believe you would be prepared to say, if I understood you correctly,
that you would subscribe perhaps to the theory that was advanced by
Mr. Rosenthal, that you would say that if wiping out the jobs of
100,000 employees in one industry would add 200,000 employees in
another industry, I believe your theory would carry you to the decision
to destroy the first industry.

Dr. NORTHRUP. You are asking an economist a question which we
always like to answer, you see. The total economy has now got to have
opportunities for jobs, increasing standards of living, or else the
United States will not maintain its full prosperity. Within that
there will be lags with the invention process, the investment of capital,
and so on. There will be leads and lags by industry. Otherwise, the
net implication is to be static, with no change.

If you are asking me, should a tariff policy take care of the leads
and lags in the process of new invention and new growth, I think it
should not. I think this Government is wise enough to find ways of
taking care of the leads and lags as industries change, as they are
bound to do, with policies quite other than the tariff which affects the
whole economy and our international relations.

The CHAIRMAN. What would you do in the case suggested?
Dr. NORTHRUP. Right off the bat you want me to say what to do.

I think that would require hearings of a long time. If there is some
industry that is going down, as Mr. Rosenthal mentioned, the whip
industry, you might have to have old-age pensions. You might have
to educate the sons. You might have to have unemployment benefits.

The CHAIRMAN. You have touched on a very important feature
of it. You get to enormously increased governmental controls when
you follow out the strictly logical process, because you have to take
care of these people who are put out of these subefficient industries.

Dr. NORTHRUP. We are getting wide afield, but let me just say that
I think a tariff policy unless wisely used has wide implications.

The CHAIRMAN. I would agree. I would be arguing for sin if I did
not agree with that.

Proceed, please.
Dr. NORTHRUP. The next point that I wanted to make about H. R.

6556 is simply that the method set up seems to me, aside from all these
basic implications, clumsy and unworkable. If the Committee on
reciprocity is to continue negotiation and the Tariff Commission at the
same time is to make its independent determinations, cut off, really, in
isolation, not being able to talk with the others or even to participate
in what we get back in bargaining a tariff; they sit there and make
up their own minds about the tariff rates, and then suppose they come
into conflict? They haveto have a large staff. All the other depart-
ments of the Government have to continue. If they come into conflict,
the Congress acts on the whole thing, as you say, but in order to act
on the whole thing it has to have its staff or it has to dig into it.

In other words, it is a clumsy. unworkable type of arrangement.
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The CHAIRMAN. Someone has to make the decision. At the present
time a single man, the President of the United States, has to make it.

Dr. NORTHRUP. Yes; but with advice. Now, we have three ways of
doing it.

The CHAIRMAN. It has been stated here again and again without
challenge that the Tariff Commission will have the advice of every one
of these agencies to which you referred.

Dr. NORTHRUP. The thing about the Reciprocal Trade Agreements
Act, which I think is one of its most successful features, is the recogni-
tion that the setting of a tariff is a reciprocal thing.
In other words one country does something to another by the tariff.

Another country does something to us. Once you lift that into inter-
national negotiation, the principle of reciprocity becomes one of the
most important things. From that you have removed the Tariff Com-
mission completely from that type of negotiation.

The CHAIRMAN. The Tariff Commission does not negotiate any more
than does the Interdepartmental Committee. They do not do the
negotiating.

Dr. NORTHRUP. No.
The CHAIRMAN. They set the range.
Dr. NORTHRUP. They set the range.
The CHAIRMAN. Which they hand to the negotiators, and the negoti-

ators do the business.
Dr. NORTHRUP. If the Congess sets the range, as it does do, then

you have within that range a second range without the benefit of all
of the interests involved and without the benefit of finding what the
total benefit to the economy would be from the reciprocity nature of
the negotiation. That is, I think, a limitation upon the Tariff
Commission.

The CHAIRMAN. There would be no hurdles to prevent the Tariff
Commission from getting all of that information. It does in its ordi-
nary, day-to-day functioning. It consults all the information avail-
able in all these departments. It is accustomed to doing that.

Dr. NoRTHRuP. Then we have the same thing going on in two places;
just the same thing in two places. I am a taxpayer, too, I would like
to reduce the cost of Government.

In this I believe you are going to duplicate it. I just said it is
clumsy and I think it is clumsy. I think Government departments
being what they are, might work out a working agreement, but it
would cost us an awful lot more, and I am not sure we would get
anything out of it.

The CAIMAN. In terms of eliminating clumsiness, you do that best
by reducing the number of agencies that have the power of decision.
I am not saying that is advisable, but I think in terms of giving a new
look to your organization chart you do that best by having the smallest
possible number of deciding agencies.

Dr. NORTHRUP. I think I would have to come back to what I said in
the beginning. I think the tariff, as a tariff, has become a diffused
kind of thing. It does not lie singly in the decision of any one agency.
I should not like to have a tariff decision made without the National
Defense Board being present when it was made.
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I should not like to have a tariff decision made without Agriculture
and Labor, Commerce, Treasury, who is responsible for the counter-
valuing duties, and so forth.

The CHAIRMAN. I certainly would want them consulted.
Dr. NORTHRUP. Because their interests are as important as anything

else. I think I would have to answer you that way.
Aside from the clumsy nature, we come then to the 1-year provision.
It does seem to me that we have been dealing for 14 years with a

matter of policy on trade. I know that you have said in questioning
that in an election year it is perhaps unwise to do anything except
extend the Reciprocal Trade Agreements Act for 1 year, but it seems
to me that that is making the decision even more political than it need
be, that by acting firmly and with decision in the line of broad policy
that this country has developed for 14 years we would be taking a
nonpolitical and nonpartisan decision which this country very greatly
needs at this time.

That concludes the testimony that I wish to make.
The CHAIMMAN. The decision we are going to make on this bill will

be nonpolitical and nonpartisan.
Dr. NOTHRUP. I would hope so. I think the 1-year provision

limits us in foreign policy. I think it limits us to what we say and
mean in commercial policy before the world. I think to the rest of the
world at large it makes the United States look a little timid and chancy
and perhaps reversing itself.

We are asking them to take firm decisions and steps in the realm of
trade.

The CHAIMAN. Whatever is done, I believe you will find it will be
very widely supported on both sides of the aisle, and maybe truly
called a bipartisan policy.

Dr. NORTHRUP. I think that is exactly where it should be. I hope
very much that a bipartisan decision for 3 years can be made.

The CHAIRMAN. Thank you very much.
Dr. NORTHRUP. Thank you.
The CHAIRMAN. Mr. Carey, please?
I am glad to see you, Mr. Carey. Will you make yourself com-

fortable and identify yourself to the reporter?

STATEMENT OF JAMES B. CAREY, CONGRESS OF INDUSTRIAL
ORGANIZATIONS

Mr. CAREY. I am James B. Carey, the National Secretary-Treasurer
of the Congress of Industrial Organizations.

Mr. Chairman, and members of the committee: I would like to
submit for the record and the consideration of the committee a state-
ment on Reciprocal Trade Agreements and also to supplement that
statement by a very short, perhaps 5-minute statement.

The importance of the Reciprocal Trade Agreements program
makes it imperative that I supplement my testimony in a brief
statement.

Since the first of the year, I have visited Europe twice on extended
trips, dealing largely on both occasions with the importance of the
European Recovery program and the high necessity that the program
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succeed. It will not succeed unless its various phases are accorded
equal importance. The Reciprocal Trade Agreements program is one
of the ERP's important phases.

The American labor movement and particular the Congress of In-
dustrial Organizations has been committee since 1942 to a program
of international economic assistance that will enable the war-devas-
tated countries to reestablish their economies. Hand-in-hand with
this objective goes, of course, the high moral obligation of meeting
the immediate needs of the people in those countries. We recognize
fully the need for relief programs, but we do not believe that relief
programs alone will meet the requirements. Relief and rehabilitation
go hand in hand, but it is only through rehabilitation that we can
eliminate the need for relief programs.

I would like to emphasize to this committee the four important
factors, which, in my opinion, call for right reason and sound judg-
ment promptly exercised.

(1) The immediate matter before this committee, the Reciprocal
Trade Agreements program, is one of these factors. Intercourse be-
tween and among the peoples of the various nations must be relieved
of stifling influences. Trade barriers are artificial obstructions to such
international cooperation, erected because of confused thinking dic-
tated by selfishness. At the risk of seeming trite, I repeat the eco-
nomic proverb that exchanges between peoples and nationals always
take place in terms of goods and services. The Reciprocal Trade
Agreements program is a practical step to facilitate such exchanges,
and the safeguards in the existing law are ample to protect our im-
mediate economic structure.

(2) It is most important that there be no serious time lag between
promise and performance in the European Recovery program. This
point again has a bearing on the Reciprocal Trade Agreements pro-
gram. The ERP should be gotten into immediate operation and in
that connection, preservation of the Reciprocal Trade Agreements and
passage of necessary appropriations are imperative. If the people
of the participating European nations can see in their own immediate
vicinity the applied benefits of American aid, the success of the pro-
gram will be that much better assured.

(3) It is highly important that the necessary advisory committees
for ERP be appointed at once and that such committees be broadly
representative of the whole American people. Just now, it appears
that the advisors being named comprise none but members of the rich
men's club, and yet the major scene of the struggle in Europe is taking
place at the level of the working people. Businessmen, brokers, and
members of the Union League Club cannot win the full confidence of
working people. If maximum results are to be obtained, the appoint-
ments to the Advisory Committee must comprise persons fully in-
formed on workers' problems in whom the workers of European coun-
tries will have complete confidence.

The CHAIRMwAN. Mr. Carey, what has that to do with the bill before
us?

Mr. CAREY. It has a great deal to do with it, sir, in view of the fact
that a portion of that program is to eliminate the barriers to exchange
of goods and services between the countries. It is important that
the people of European countries have confidence in the American
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people and their efforts to rehabilitate the war-torn countries of
Europe.

The confidence of America in the eyes of the people of the rest of
the world is terribly important, and the enactment of the joint resolu-
tion to extend the Reciprocal Trade Agreements program for 3 years
unchained would be important in instilling confidence in the people
of other countries of the world.

The CHAIRMAN. What has this committee to do with the ERP?
Mr. CAREY. I am pointing out the matters that we consider im-

portant at the present time. The ERP has more to it than just the
appropriation of funds.

The CHAIRMAN. I am interested in your general views, but we have
no jurisdiction over ERP. ERP isn't in the bill before us.

Mr. CAREY. Part of the bill before us is related to ERP. It is an
important part of the whole program.

(4) What-
The CHAIRMAN. What do you want us to do about ERP? What

do you want this committee to do about ERP?
Mr. CAREY. I would like this committee, particularly, to reco-noize

that the Reciprocal Agreement program is an important part of ERP.
The CHAIRMAN. Suppose we recognize that? What have we to do

with the organization of ERP?
Mr. CAREY. One thing, upon recognizing that fact, would be to

extend the Reciprocal Trade Agreements program for a period of at
least 3 years without change.

The CHAIRMAN. Suppose we did; what effect would it have on ERP,
so far as the matters he mentioned are concerned?

Mr. CAREY. It would have an important effect.
The CHAIRMAN. What effect would it have on the Union League

Club members and the advisory committee? Suppose we did just as
you want us to do in the matter before this committee; what would that
have to do with the members of the rich men's club and the advisory
council to ERP?

Mr. CAREY. If you did just what I asked, sir?
The CHAIRMAN. If we did what you are asking us to do in the matter

before this committee.
Mr. CAREY. That would help.
The CHAIRMAN. What would it have to do with it?
Mr. CAREY. May I answer, sir?
The CHAIRMAN. Yes.
Mr. CAREY. It would help a great deal in this important struggle

that is going on to instill confidence in the people of Europe in their
own future.

The CHAIRMAN. Assuming they are members of the rich men's club,
the advisory council of ERP, would they at once be kicked out if we
did exttctly what you want us to do, so far as this matter is concerned?

Mr. CAREY. We are not suggesting that they be kicked out, sir.
There is nothing contained in my statement to that effect. It simply
says that the administration of ERP at the advisory level should not
be limited to one section of the American society.

The CHAIRMAN. All right, then, if we did what you want us to do
about the bill before us, would your advice or views on that other
matter necessarily prevail?
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Mr. CAREY. It would help.
The CHAIRMAN. In what way? How?
Mr. CAREY. May I answer, sir?
The CHAIRMAN. Certainly.
Mr. CAREY. Fine; thank you.
It would help a great deal to instill confidence in the European peo-

ple. If it were the policies of the United States-
The CHAIRMAN. Do the European people determine the policy of

the advisory council of ERP?
Mr. CAREY. No, sir. You are not removing yourselves from the posi-

tion of authority in having a guiding influence on ERP, nor is this
committee.

The CHAIRMAN. This committee has no guiding influence on ERP.
Mr. CAREY. The committee is set up under a law enacted by Congress

to establish an advisory committee. That advisory committee has not
been established as yet. I am suggesting that perhaps attention should
be given to that fact.

The CHAIRMAN. But this committee has nothing to do with that.
Why do you not direct your proposition, which may be very merito-
rious, to the committee that has something to do with it?

Mr. CAREY. We do, sir.
The CHAIRMAN. Tell me about that, please.
Mr. CARRY. We are directing attention of this committee to two

matters that are closely related. We cannot separate one part of the
American foreign economic policy from another part of it. We think
it is important to consider it as a whole. We see a relationship between
the continuation of Reciprocal Trade Agreements in the present form
and the effort to re-establish the economies of European countries.

The CHAIRMAN. Now, will you please tell us what the action that we
will take here will have to do as to the membership of the advisory
committee to which you are referring?

Mr. CAREY. May I continue, and then we can discuss that?
The CHAIRMAN. Yes; go ahead.
Mr. CAREY. Four: I know at first hand that the people of Europe

are watching our domestic developments very closely. Our domestic
actions must not be susceptible to misinterpretation destructive of the
principles set forth in the ERP. Here again, I refer specifically to the
reciprocal trade agreements program.

Reerection of trade barriers would certainly undermine the confi-
dence of the people of Europe in our program of proclaimed determi-
nation to help them reestablish themselves. Along with the need for
continuation of the reciprocal trade agreements goes the necessity for
our seeing to it that what we do in the matter of reasonable price con-
trol, rationing, and -allocation of material does not inspire abandon-
ment in Europe of similar programs highly necessary to prevent dis-
sipation of American aid.

I think, perhaps, that point four will clarify the question that you
raised earlier; that the people of Europe are very sensitive to the ac-
tions of the American Congress and the American people in this
present period.

The CHAIRMAN. Thank you very much, Mr. Carey.
Mr. CAREY. You are welcome.
(The statement filed by Mr. Carey follows:)
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STATEMENT OF JAMES B. CAREY, SEcxrrARY-TEAsuaEx OF THE CONGRESS OF
INDUSTRIAL ORGANIZATIONS

The House of Representatives, in passing H. R. 6556 on May 26, 1948, is playing
political football with the vital issues which affect international trade, good will,
and international peace and well-being. H. R. 6556 extends the authority to
negotiate reciprocal trade agreements for only 1 year and gives Congress, among
other things, the authority to veto within 60 days any negotiated agreement.
Congressional veto of trade agreements involves a return to the log rolling and
tariff bickerings of the old days. This would be disastrous. During our entire
history only three tariff treaties have ever been approved by Congress. Special
interests and special-privileged groups have always descended upon Congress to
plead their personal and individual cases. The result has been that tariff treaties
have met with defeat. The important consideration is not to protect the special-
privileged and special-interests groups, but to develop a reciprocal trade pro-
gram which protects the welfare of all the groups which constitute our Amer-
ican life.

The present Reciprocal Trade Agreements Act, through its provision for full
and open hearings and discussion of all matters affected by each agreement, per-
mits sufficient safeguards for any particular group which has specific problems.
It is therefore wise and essential for us to continue the authority contained in
the original Reciprocal Trade Agreements Act which gives the authority to the
President, through the use of his Interdepartmental Committee on Reciprocity
Information to negotiate reciprocal trade agreements. The transfer of the func-
tions of these committees to the Tariff Commission as proposed in H. R. 6556 is
unwarranted and unwise. The authority to permit Congress to veto reciprocal
trade agreements is also unwise and unwarranted.

The extension of the authority to negotiate reciprocal trade agreements for
only 1 year as proposed in H. R. 6556 is a polite way, in a political year, to
curtail the effectiveness of the original Trade Agreements Act and to eventually
wipe out complete authority to negotiate such agreements. I discussed this point
more fully in the following statement which I submitted to the executive session
of the House Ways and Means Subcommittee on May 6, 1948.

American labor is fully aware of its international responsibility and the inter-
national responsibility of our nation as a whole. We joined hands with the
majority of Americans in urging support for the European Recovery Plan. We
clearly recognized the vital part the United States has to play in feeding, clothing
and rehabilitating many parts of the world devastated by war. We clearly recog-
nized that economic warfare can be as disastrous to international good will as
military warfare. We cannot live long in a world of peace if trade barriers stand
in the way of feeding, clothing, and reconstructing war devastated areas.

It is essential that we reduce the barriers to trade which exist between our-
selves and foreign countries so that these countries may export to us, and by so
doing, they acquire the necessary means of exchange which is so vital for
rehabilitation and continuous international trade. Under the European Re-
covery Program we will supply machinery and equipment to rebuild many indus-
tries. However, unless we are prepared to buy the products which these re-
habilitated industries will produce, we deny to those countries the vital monetary
exchange necessary for them to become self-sufficient nations.

This whole concept of reducing barriers to international trade contained in the
Economic Cooperation Act is vital to the promotion of international good will and
international peace.

We must not pay lip service by just making commitments. We must go for-
ward and carry through to the last letter the implications of our basic commit-
ments.

The Economic Cooperation Act of 1948 specifically provides, among other things,
that the United States and the participating countries conclude agreements which
provide, among other things, for cooperation "to reduce barriers to trade among
themselves and with other countries." At the present time seven of the European
recovery countries, including Western Germany, do not have reciprocal trade
agreements with the United States. Trade barriers with these seven countries
as well as with the other ERP countries must be reduced if we are to carry out
the spirit and concept as well as the statutory requirement of the Economic
Cooperation Act.

The only authority now on the statute books of this country to carry out the
commitments of ECA "to reduce barriers to trade * * *" is the Reciprocal
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Trade Agreements Act of 1934. If this act is not extended, there wUlbe no exist-
ing authority to carry out this firm commitment of the ECA i 1948.

It would be inconsistent, on the one hand, to have passed the Economic Coopera-
tion Act and, on the other hand, to have refused to extend the authority to
negotiate reciprocal trade agreements.

The world has come to recognize the United States and the concept of reciprocal
trade agreements as being synonomous. The world policy of the United States
is to reduce barriers to foreign trade, promote an interchange of goods and
develop good will and international peace. The world recognizes the United
States for its major contribution in this field of international trade whidh is so
closely intertwined with international well-being and international peace. To
wipe out the authority to negotiate reciprocal trade agreements would undermine
American prestige, would destroy the reputation that America has striven so
hard to establish in the past 14 years and would create .trade barriers which
would be stumbling blocks to successful international relations. Those who wish
to destroy the authority to negotiate reciprocal trade agreements, wish to promote
international conflict. I can see no other conclusion.

There are certain Congressmen and Senators who want to wipe out all vestiges
of reciprocal trade agreements. There are others in both the House and Senate
who argue "Let's not wipe out reciprocal trade agreements but let's extend the
authority for only 1 year." Suffice it to say there is little difference between the
two approaches. Both are designed to wipe out the authority to negotiate re-
ciprocal trade agreements. For example, it takes the better part of a year to
prepare and negotiate a trade agreement. Extensive hearings are held, there
are interdepartmental committee reviews, all groups in America are given the
opportunity to present their point of view. All this takes time. It takes, as I
have already said, the greater part of a year, if not longer, to prepare trade
agreements. What confidence would those countries negotiating agreements have
in America if, by the time they are ready to consummate the reciprocal trade
agreement, the United States authority no longer exists to negotiate such an
agreement.

The authority to negotiate reciprocal trade agreements must be extended for
at least a 3-year period, as requested by the President and set forth in the House
Joint Resolution No. 335, introduced by the Hon. Robert L. Doughton (Dem.
N. C.).

Labor has a great deal at stake. Certain groups point out that extension
of the Reciprocal Trade Agreements Act means "lower tariffs which will
flood our markets with cheap goods, create unfair competition with American
products, reduce our American standard of living and result in unemployment."
The principal industries affected by imports are textile, wood, paper and pulp,
fishing, mining and glass manufacturing. Only a relatively small proportion
of American workers are in these industries, and of these, only a limited number
are directly affected by imports.

There are now some 58 million persons gainfully employed in America. The
number of American workers affected "by reduced tariff.is very limited, whereas
all workers as consumers are injured by high tariffs. It must be remembered
that wages of American workers in industries which are typically high protected
industries are lower than the wages in the industries with little or no tariff
protection. For example, in 1947 the average weekly earnings of workers in
protected industries, such as boots and shoes was $41.30; in silks and rayons,
$47.55; whereas, the wages prevailing in low-protected export industries were
much higher. The average weekly wage in the machine tool industry was $59.44;
agriculture machinery, $57.80: aircraft engines, $59.30. It is perfectly clear
that workers in those industries having high protective tariff arrangements have
not fared nearly as well as workers in lesser tariff-protected industries.

There are those who argue that competition from abroad and low paid
sweatshop industries and coolie labor will reduce the living standards of Ameri-
can workers, create unemployment, etc. It must be remembered in this regard
that what really determines the price of the product is not the wage scale of
the industry, as wages are a small percentage of the total cost of production,
but the cost per unit of output. American workers are the highest paid wage
earners in the world. Workers in American industry and agriculture today
know that by reason of our highly efficient technological methods, worker pro-
ductivity in terms of output and unit costs far outstrip even our nearest com-
petitors. Over-all output per worker now stands at over twice that of the world
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average and is several times greater in a number of highly mechanized basic
American industries.

According to "A Survey of the Economic Situation and Prospects of Europe"
by the Research and Planning Division of the Economic Commission for Europe:

"* * * Productivity per man in United States' manufacturing industry in-
creased 27 percent between 1938 and the first half of 1947 * * * while the
productivity per man in European industry was definitely below prewar levels
in 1947."

The United States need not be concerned about competition from coolie labor
and low-wage industries abroad. This is just a bugaboo placed in the way by
those who are attempting to prevent the furtherance of reciprocal trade agree-
ments. We, in America, are able to cope with foreign competition because of
the high degree of mechanization, efficiency, and productivity of our industries.

It is essential for many of our industries that the United States import many
products. Many industries would be unable to operate and thus many Ameri-
can workmen would be out of jobs if the United States did not import many
vital materials. As a matter of fact, the continuous operation of our econ-
omy is contingent upon imported commodities.

The iron and steel industries, the very foundation of our mass production,
could not function without vanadium, nickel, manganese, chromite, and tung-
sten. Mica and copper are essential for our great electrical industry. These
and many other minerals must be imported from abroad. It is necessary to
import at least 300 various types of materials from 55 different countries in order
to produce automobiles in the United States. In order to produce telephones,
18 out of 37 important materials must be imported.

The tungsten in our electric lights must be brought in from China. Medic-
inal ingredients come from all over the world. Rubber comes from the East
Indies and Malaya, tin from, Bolivia and the Far East. Leather, copper, zinc,
and lead are basic raw materials which we must import in order to make the
things which are used daily by our industries, communication systems, and our
farmers. If we stop the importation of these materials, or, if by not extending
the Reciprocal Trade Agreements Act, trade barriers are placed in the way of
Importing these materials, our entire economy would suffer severely. The
first individuals so affected would be the working men in the United States
industries.

The CIO is fully aware of the tremendous importance of imports on pro-
duction and employment in our basic industries.

On the other hand foreign trade-our exports-promotes domestic employ-
ment. A recent study by the United States Department of Labor's Bureau
of Labor Statistics showed that almost 21/2 million workers in nonagricultural
employment are directly or indirectly dependent upon United States exports.
This constitutes 51/2 percent of the gainfully employed workers in nonagricul-
tural establishments. The extent of employment in some of our major indus-
tries which is directly attributable to exports, is even higher. For example,
in iron and steel, electrical and other machinery, motor vehicles, nonferrous
metals, coal and manufactured solid fuels, chemicals and rubber, between 11
and 18/2 percent of the workers are directly or indirectly dependent upon United
States exports for their jobs.

Labor clearly recognizes the need for promoting foreign trade both from the
standpoint of exports and imports. We strongly urge that the barriers to inter-
national trade be reduced. This can be soundly and safely done only through
the Reciprocal Trade Agreements Act with its many provisions for safeguarding
the interests of all groups concerned. We believe in the reciprocal trade agree-
ment concept because it gives us, as well as other groups, the opportunity to
point out our views before the agreements are consummated. There is also
an escape clause in all reciprocal trade agreements which provides that estab-
lished quota can be reduced in case of development of nnforeseon circumstances
which make further imports detrimental to our welfare.

International trade is not an end in itself. It is a means to an end. Steady
employment at remunerative work yielding high living standards is the primary
goal at which economic policy must aim. One of the means of attaining our goal
of full employment at a fair wage and full production is through international
trade encouraged by reciprocal trade agreements.

The philosophy of the old Smoot-Hawley Tariff Act passed in 1930, at the begin-
ning of the greatest depression we have ever had, was to protect American prod-
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ucts by eliminating foreign competition. -This was done by placing high tariffs on
imports to keep them out of the country. This philosophy presupposes foreign
competition adversely affects American production and employment and that we
increase production and employment by restricting foreign markets. This is
fallacious.

A sound economic foreign policy must seek to encourage high levels of produc-
tion and employment. -Maintaining foreign markets for our goods and importing
vital materials necessary for our industrial production will play an essential part
in keeping our industrial potential operating at full employment and full produc-
tion levels.

The Reciprocal Trade Agreements Act is an important cog in our complex
domestic economy. But the importance of the act does not stop there. Recip-
rocal trade agreements play an equally important part in enabling us to carry
out our tremendous world responsibilities and commitments under the Economic
Cooperation Act of 1948 "to reduce trade barriers. * * *"

We, therefore, urge once again that this committee favorably report on the
House Joint Resolution No. 335, which extends authority to negotiate reciprocal
trade agreements for an additional 3 years.

The CHAIRMAN. William S. Swingle? Will you identify yourself
to the reporter, please?

STATEMENT OF WILLIAM S. SWINGLE, EXECUTIVE VICE PRESI-
DENT, NATIONAL FOREIGN TRADE COUNCIL, INC., NEW YORK,
N.Y.

Mr. SWINGLE. My name is William S. Swingle. I am appearing in
behalf of the National Foreign Trade Council, Inc., of which I am
executive vice president.

The Council comprises in its membership manufacturers, merchants,
exporters and importers, rail, sea and air transportation interests,
bankers, insurance underwriters, and others concerned in the promo-
tion and expansion of the Nation's commerce.

The Council since its inception in 1914, has supported the principle
of an expanded world trade through reciprocal reductions of tariffs
and other barriers to trade. We vigorously championed the Trade
Agreements Act of 1934 and have strongly supported each successive
renewal of the act. The Council recently filed a brief with the subcom-
mittee on Tariffs and Reciprocal Trade of the House Committee on
Ways and Means recommending a renewal of the trade agreements
act for a period of 3 years substantially in its present form, and a
representative of the Council appeared and presented a statement
before the subcommittee.

The council believes that comprehensive investigations should be
made prior to the negotiation of trade agreements with other countries.
But it is of the opinion that such investigations could better be made
by an interdepartmental body such as the Committee for Reciprocity
Information than by an agency which would be concerned only with
the effects of reductions in United States tariff rates on American
industries. From the domestic standpoint alone, our economic well-
being requires that our tariff policy be governed not only by the need
for adequate protection of our own industries and our national security
but also by the need to preserve and expand foreign outlets for the sur-
plus production of American industry and agriculture.

While the latter need is not of pressing importance at the present
time, it can become vitally important to this country after countries
devastated by war have restored and revitalized their productive facili-
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ties and are again in a position to offer severe competition in world
markets to the products of American farms and factories. An inter-
departmental committee such as the Committee for Reciprocity In-
formation, which considers both the domestic and foreign needs of
our economy, can in our opinion more effectively safeguard the broad
national and international economic interests of the United States
than can a governmental agency which is concerned with the protection
of domestic industries alone.

The CHAIRMAN. The President would not be without the ability to
advise himself so far as the export angles are concerned.

Mr. SWINGLE. He could, but the bill as we interpret it places the
action of the Tariff Commission largely for the protection of domestic
industry and indicates no consideration of the over-all foreign policy.

The CHAIRMAN. The President can do that under his Executive
authority.

Mr. SWINGLE. He could do that; yes, sir.
The CHAIRMAN. Just as he set up the Interdepartmental Committee

out of his executive authority.
Mr. SWINGLE. But the Tariff Commission would primarily be con-

cerned with the effect on domestic industry, I think.
The CHAIRMAN. Suppose it were, it does not follow from that that

the exporters interest would be disregarded. The President can estab-
lish by Executive order, just as he has established the Interdepart-
mental Committee by Executive order, whatever mechanics he wishes
to have to advise him on the export angle.

Mr. SWINGLE. The indication from the bill would seem to be that the
primary determination would be the limits to be set or the peril points
as referred to by a previous witness.

The CHAIRMAN. It could not be otherwise if we are talking about
imports.

Mr. SWINGLE. That is right.
We also think that officials of the Government who actually conduct

the negotiations leading up to trade agreements with other countries
should have the opportunity to question representatives of domestic
industries which fear that their industries may be harmed by reduc-
tions in United States tariff rates. We believe that by this means our
negotiators would be in a much better position to make tariff adjust-
ments in trade agreement negotiations in such a way as not seriously
to harm any American industry.

We believe, moreover, that added safeguards to American industries
would be provided by permitting representatives of the Tariff Com-
mission not only to participate in the preparation of basic data re-
lating to American industries that may be affected by trade agreement
negotiations but to take part in a consultative capacity in such nego-
tiations. In the give and take of actual negotiations it is often a
matter of great importance, if not of vital necessity, that the American
negotiators have the benefit of advice of officials who have the most
intimate knowledge of the underlying conditions and competitive
situation of domestic industries.

Representatives of the Tariff Commission are in the best position to
supply information and advice of this character, and negotiators of
this country should not be denied access to their informed judgment
during the actual process of negotiating trade agreements.
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The CHAIRMAN. There was some discussion yesterday along this
line. It was pointed out that at Geneva negotiators for other coun-
tries, or for some of them, had at their elbow the counselors from the
industries affected, whereas we followed a scrupulous policy of keeping
counselors from industries affected away from our negotiators in
Geneva.

What do you think about that?
Mr. SWINGLE. I believe advantage would have been had if industry

advisers had been present at those negotiations. Of course, they en-
deavored to cover that point by having hearings prior to the final nego-
tiations in Geneva.

The CHAIRMAN. There was a 7-month lag in between the hearings
and the negotiations at Geneva.

Mr. SWINGLE. That is true.
The CHAIRMAN. The fluctuations that occur in world conditions

and the conditions in the countries with which we were negotiating,
7 months might render the information that was gotten seven months
before completely inadequate.

Mr. SWINGLE. That is possible. I think in general it is always ad-
visable to have industry advisers on any of these negotiations to give
the current position as to industry in any case.

The CHAIRMAN. Yes, sir.
If notwithstanding the foregoing considerations your committee

feels that the functions of the Tariff Commission in trade agreement
negotiations should be confined to conducting investigations relating
to domestic industries which may be embraced in such negotiations
and to making recommendations as to the extent of reductions in the
United States tariff rates that may be made in trade agreements, it is
respectfully urged that such recommendations by the Tariff Commis-
sion be only advisory and not binding with respect to tariff adjust-
ments made in such agreements by negotiators of this country.

We believe that the Tariff Commission is not equipped and by its
very nature as a bipartisan body, is ill adapted to perform the function
of tariff making which would be imposed on it under the provisions
of H. R. 6556. Nor do we think it desirable or advisable to subject
the Commission to the terrific pressures which would result from the
activities of protected domestic interests.

The CHAIRMAN. There will be no pressure except the presentation
of cases.

Mr. SWINGLE. That would depend on the hearings and on the amount
of interest which was evidenced in their deliberations.

The CHAIRMAN. You could argue just as well that that same pressure
exists in the panel hearings which are already afforded to industry.

Mr. SWINGLE. Possibly.
The ChAIRMAN. After all, there is nothing sinful, per se, in people

who are affected by what is being done by government yelling their
heads off about it.

Mr. SWINGLE. No. I believe in that. That is why we are appearing
before committees from time to time. I think it is the American way
to do things.

The CHAIRMAN. That is why you are here.
Mr. SWINGLE. Quite right.
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As stated in the final declaration of the national foreign trade con-
vention held in St. Louis last October:

The Tariff Commission finds its usefulness as a bipartisan, fact-finding body,
and from the excellence of its objective statistical and economic analyses. Its
assumption of policy making or executive functions could serve no useful
purpose.

Moreover, in our opinion, the enactment of provisions prohibiting
the cutting- of United States tariff rates by a greater amount than
those recommended by the Tariff Commission or, in the event greater
reductions are made in trade agreements than those recommended by
the Commission, requiring the submission of such agreements for Con-
gressional approval, it is not necessary in order to safeguard domestic
industries from ruinous competition from abroad. The general agree-
ment on tariffs and trade signed by the United States and 22 other
countries at Geneva last October contained, and the President has
announced that all future trade agreements entered into by this country
will contain, an escape clause under which a tariff concession granted
by the United States in a trade agreement can be modified or with-
drawn- if imports of the product on which the concession is granted
increase in such amounts as to injure or threaten injury to a domestic
industry.

The CHAIRMAN. Have you heard our discussion here on that subject?
Mr. SWINGLE. Yes, sir.
Such an escape clause provides a much more realistic device for

protecting American industries from harmful competition from for-
eign concerns in the American market than would be afforded by the
procedure set forth in H. R. 6556 prohibiting tariff cuts in trade agree-
ments negotiations beyond those recommended by the Tariff Commis-
sion. All such investigations and recommendations by the Tariff Com-
mission prior to negotiation of a trade agreement must of necessity be
rather speculative in character, since so many variable and unknown
factors would be involved in such investigations.

The CHAIRMAN. You do not carry that to the point of saying there
cannot be a standard?

Mr. SWINGLE. Oh, no. I think there could be an over-all standard,
but I do think as Commissioner Ryder pointed out this morning,
investigations made at this time, with all the variable factors projected
two and three years ahead, is rather difficult.

The CHAIRMAN. You have to do the best you can.
Mr. SWINGLE. But still that standard-
The CHAIRN[AN. And if you muff it after having made the best effort

that you can, you do the best you can under the escape clause.
Mr. SWINGLE. That is correct, you would adjust under the escape

clause.
The CHAIRMAN. Without covering the ground all over again, you

appreciate the difficulties of the escape clause.
Mr. SWINGLE. As I am pointing out here we think the escape clause

procedure is much more factual and up-to-the-minute than a prior
determination of limits within which negotiations must be made and
within which tariffs would be set, because Congress already has dele-
gated its authority or whatever the correct legislative phraseology is,
within the limits of 50 percent, and you gentlemen in Congress have
determined that.
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The CHAIRMAN. The testimony surely has developed today and yes-
terday that the escape clause gives no protection as hoped for because
of the extraneous matters that much be considered in connection with it.

Mr. SWINGLE. It may not, but I think in fact, as Mr. Rosenthal said,
it should be used on a very limited basis, and in the second place, I
believe that if it were proved that an industry were seriously affected
through an escape clause procedure, there is every reason to believe an
adjustment would be made because it would be so outstanding in the
American economy.

The CHAIRMAN. Mr. Swingle, if these agreements entered into in
the off-the-cuff, imaginary, speculative fashion which has been de-
scribed here, on the theory that you cannot tell now, you cannot have a
limited recourse to the escape clause. You necessarily, by virtue of
that very fact, will have to have numerous recourses to the escape
clause.

Mr. SWINGLE. Depending on how an industry may be affected.
The CHAIRMAN. The amount of recourse that you have to the escape

clause is directly related to the care with which you make the agree-
ment in the first instance.

Mr. SWINGLE. Oh, I agree; certainly.
The CHAIRMAN. If you are just taking a big guess in the first in-

stance, you will have to have numerous recourses to the escape clause,
and if you have made your agreements right in the first instance, your
recourse will be limited and that is a very desirable objective.

Mr. SWINGLE. Quite true.
The CHAIRMAN. That comes back, then, to what you should do in the

first instance.
Mr. SWINGLE. I would certainly hope the administration would not

be a pig in a poke administration, that it would be carefully thought
out ahead of time and anything that would be done in agreements
would have an adequate background of investigation and so forth.

The CHAIRMAN. From all the talk that we have been hearing around
here so far on how this comes down to judgment, how nobody is in
position to say whether anybody is going to be injured, you might as
well shoot craps for the result.

Mr. SWINGLE. Well, I would not want to gamble with that stake
myself. I would shoot for a smaller amount, but not with that stake.

Investigations under the escape clause provision, however, would be
based on actual facts confronting an American industry which claimed
it was threatened by imports of a product on which a trade agree-
ment concession had been granted by the United States. In the latter
case, data would be available as to the extent of any increased imports
of the product in question and the effect of such increased imports and
other factors on prices and production of the domestic product.

The brief referred to above and statement made by a representative
of the council at the recent closed hearing of the Subcommittee on
Tariffs and Reciprocal Trade of the House Ways and Means Committee
are submitted herewith in further amplification of the views set forth
above.

The CHAIRMAN. I am just using you as a soundingboard, in this par-
ticular matter. There has been a lot of bunk about the closed hearings
on the House side. The House took several thousand pages of testi-
mony on this subject a year ago. There was really no necessity for
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hearings at all. No one was deprived of the opportunity to make a
case. As a matter of fact, they were heard in closed hearings. Had
the House committee never studied this matter, had it never had hear-
ings, there would have been some just cause for complaint, but con-
sidering the fact that the Ilouse went into the thing in extenso a year
ago, I think there is a lot of bunk about the howling that is going on
about the closed hearings in the House.

By the way, you have an open hearing on the Senate side, and the
facts presented are no different from the facts presented in the House.

Mr. SWINGI. Another thing, Senator, if I may say so, I feel that
it would have been very much better if the House had held hearings
on the bill which was actually to be acted upon and not brought in at
a later date, and held them on the basis that your committee has done,
of open hearings and allowing people to present their views. It would
have been very much better for all concerned and for the democratic
process.

I admit that the hearings were very ample before, but I think open
house hearings on the actual legislation which was to be voted on by
the committee would have been far more in the democratic process.

The CHAIRMAN. The democratic process has not lost even a micro-
scopic part of its cuticle in this proceedings.

Mr. SWINGLE. I will submit this; you don't want me to read the rest
of this.

The CHAIRMAN. It will be entered in full in the record at this point.
(The document referred to follows:)

STATEMENT IN SUPPORT OF RENEWAL OF TRADE AGREEMENTS ACT BY THE NATIONAL
FOREIGN TRADE COUNCIL, INC., NEW YORK, N. Y.

The National Foreign Trade Council, Inc., comprises in its membership manu-
facturers, merchants, exporters and importers, rail, sea and air transportation
interests, bankers, insurance underwriters, and others concerned in the promo-
tion and expansion of the Nation's foreign commerce.

The council, at its first annual convention in 1914, adopted a resolution calling
upon the President and Secretary of State to undertake the negotiation of trade
agreements which would assure to American producers advantages in foreign
markets in return for the large volume of trade which other countries enjoyed
in the American market. During the 34 years of its existence the council has
continued to support the principle of expanding world markets through reciprocal
reductions in tariff rates and other trade barriers. The council believes that
reductions in trade barriers achieved under the Trade Agreements Act of 1934
and its subsequent amendments have been of great benefit to the economy of
this country.

The circumstances that existed during the latter half of the 1930's, the period
of operation of the so-called Hull trade agreements when international trade
was not completely disrupted or severely dislocated by war or the aftermath ol
war, were such as to make impossible a thorough test of the advantages to this
country of the reductions in trade barriers effected by those agreements. ThE
depression in which many nations found themselves at the time the Trade
Agreements Act was adopted caused many of these countries to impose import
quotas, exchange controls or other restrictions which severely limited the trade-
expanding effects of the reductions in tariff rates which were made under the
trade agreements. The agreements did, however, place definite limitations upor
the use of such trade-restricting measures and these, together with the reduc-
tions in tariff rates made under the agreements, produced a much greater volume
of international trade than would have been possible without the agreements.

Another factor which prevented the trade agreements from exerting their full
effect in bringing about an expansion of international trade was the rearmamentl
campaign and program of economic aggression of Nazi Germany. The askimark
system and other discriminatory trade devices employed by Germany forced a

76984-48-----12
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number of countries into Germany's economic orbit and thus made impossible
the expansion in trade between such countries and the United States which would
otherwise have resulted from the trade-liberating principles of the reciprocal
trade program of this country.

But notwithstanding these obstacles, such statistical and other evidence as is
available indicates that the trade agreements were a definite influence in increas-
ing both the export and import trade of this country. United States foreign
trade statistics show that exports from the United States to trade-agreement
countries increased from 1934-35 to 1938-39 by 62.8 percent as compared with
31.7 percent for nonagreement countries, while imports during the same period
from trade-agreement countries increased by 21.6 percent as against 12.5 percent
for nonagreement countries. The increase both of exports to and imports from
the trade-agreement countries was approximately double that for the nonagree-
ment countries. Opponents of the reciprocal trade program have attempted to
disprove the value of these comparisons by unjustifiably including or excluding
particular countries from the comparisons; indeed the figures which they ob-
tained by these methods have purported to show that trade between the United
States and nonagreement countries increased under the trade agreements pro-
gram to a greater extent than trade between this country and trade-agreement
countries. Such a conclusion is utterly untenable and is tantamount to saying
that water will flow more rapidly in a stream that is dammed up than in one
from which such impediments have been removed.

In their attempt to prove that the trade agreements did not benefit trade of the
United States with the trade-agreement countries more than with nonagreement
countries, opponents of the program have stressed the fact that, under our most-
favored-nation policy, nonagreement countries shared the benefits of reductions
in United States tariff rates along with trade-agreement countries, ignoring en-
tirely the fact that reductions in United States rates in trade agreement negotia-
tions are made primarily on the products of which the other party to the negotia-
tions is the principal supplier and that reductions in the rates on such products
may be of only minor or no value whatever to nonagreement countries.

Any removal or lessening of barriers to trade is bound to have a beneficial
effect on the foreign trade of this country and the United States should not
only welcome the full application of the reductions in tariff rates and other
barriers to trade effected in the trade agreements signed by this country with
22 other countries at Geneva last October, but it should enlarge the scope of its
trade-liberating policy by renewing the Trade Agreements Act and negotiating
trade agreements with friendly countries not now embraced within the trade
agreements program who will cooperate in achieving the objective of an expanded
and freer world trade. The present and prospective future economic situation
of many foreign countries and of the United States makes it imperative that
the reciprocal trade program of this country be vigorously extended without
delay.

The dire need of many foreign countries for United States economic assistance
is being met in considerable part by the foreign aid programs recently adopted by
this country. But these foreign countries must depend primarily upon exports of
their own goods and services to provide them with the necessary exchange with
which to buy needed capital goods, raw materials and foodstuffs from abroad.
Their ability to export the volume of goods and services necessary to enable them
to meet their requirements from abroad will to a large extent depend upon whether
tariff rates and other trade barriers can be reduced to the level which will permit
the required volume of exports. The amount of economic assistance which the
United States will have to furnish to countries participating in the aid programs
of this country will in turn depend upon the extent to which such countries can'
meet their own requirements for foreign products by increasing their sales
abroad. It is therefore vitally important to the United States that its reciprocal
trade program be vigorously applied so as to help reduce the barriers to the
expanding volume of exports which the economies of the aid-receiving countries
so urgently require.

Such expansion in the exports of the aid-receiving countries is also necessary
if these countries are to repay the United States for the loans and credits which
it has extended to them in the past and contemplates extending to them under the
aid programs. In order to make sure that it will be able to keep to a minimum
the aid which it will have to provide in the form of grants and to obtain payment
for that which is supplied in the form of loans and credits, the United States
sh6fild reduce its own tariff rates to the minimum required for protection of
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efficient American producers. The United States should by all means avoid
repetition of the fiasco of the 1920's when it demanded repayment of the World
War I debts of foreign nations to this country and at the same time raised
American tariff rates to levels which made such repayment impossible.

The reduction in American tariff rates which the United States and the world
economic situation requires can be made without serious danger to any American
industry at the present time when there is an extraordinary demand, both
domestically and internationally, for the products of American industry and
agriculture. And should time bring a changed situation or should conditions
suddenly develop which threaten injury to any American industry on whose
product a tariff concession has been granted under the trade agreements concluded
by the United States with the 22 nations at Geneva or those that may be nego-
tiated under a renewed Trade Agreements Act, such concession may be modified
or withdrawn entirely under escape clauses contained in these agreements.

As regards the immediate future, the trade agreements which the United States
now has or may negotiate under renewed authority of the Trade Agreements Act,
will be of chief advantage to the other countries participating in these agree-
ments. Because of the need for reconstruction from the ravages of war and for
economic development in many countries participating in the reciprocal trade
program, there will be for a considerable period a potential market in these
countries for all the products essential to their economic rehabilitation which
this country can produce in excess of its own requirements.

But after the present transition period during which countries participating
in these agreements and in the foreign aid programs of the United States are
helped back to a condition of economic health, foreign demand for the excess
production of the United States, particularly its capital goods, may be expected
to decline. When that time arrives the United States will have need for every
device which may be useful in enabling this country to hold and enlarge its
foreign markets. The reciprocal trade agreements should then be very useful
in helping the United States not only to retain as much as possible of its foreign
markets for capital goods but to develop and expand outlets abroad for other
American products, both of industry and agriculture.

The National Foreign Trade Council, therefor, strongly urges the renewal of
the Trade Agreements Act substantially in its present form for a further period of
3 years.

Respectfully submitted.
EUGENE P. THOMAS,

President, National Foreign Trade Council, Inc.

STATEMENT OF PAST CHAIRMAN OF NATIONAL FOREIGN TRADE COUNCIL ON RENEWAL
OF TRADE AGREEMENTS ACT

My name is John Abbink. and I am submitting this statement on behalf of the
National Foreign Trade Council, of which I am past chairman. The National
Foreign Trade Council has filed a brief with this subcommittee endorsing a re-
newal of the Reciprocal Trade Agreements Act.

Since 1914 the National Foreign Trade Council has supported a policy of recip-
rocal lowering of all barriers to trade, including tariffs. Its position has been
endorsed since at repeated annual National Foreign Trade conventions, most
recently in St. Louis last October, when 1,500 registered delegates were in
attendance representing manufacturers, merchants, exporters and importers,
rail, sea and air transportation interests, bankers, insurance underwriters and
others concerned in the promotion and expansion of the Nation's foreign com-
ulerce.

It is regrettable that this subcommittee has decided to close its hearings.
because I am convinced that widespread support for a renewal of the Reciprocal
Trade Agreements Act would have been forthcoming at open hearings. Few
congressional policies have been so heartily approved by adherents of all politi-
cal parties in this country.

While I think it unnecessary to remind this group of the fact, I should like
to emphasize that this is a critical time in world economic affairs. Attend-
ance at the meetings in Geneva last year and in Habana during the past winter.
held to establish an International Trade Organization, convinced me that other
nations are waiting only for a signal from the United States to embark on na-



174 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

tionalistic programs which would make trade barriers of the thirties seem
inconsequential.

Failure to renew the Reciprocal Trade Agreements Act, or hampering its
effectiveness by amendment which, nullified administrative operation, would be
taken as such a signal.

Moreover, failure to renew the Reciprocal Trade Agreements Act at this time,
or a renewal witi restrictive amendment, could only be construed abroad as a
negation of the purposes sought under the Economic Cooperation Administra-
tion. Such action would almost certainly have the effect of making other coun-
tries less enthusiastic in giving whole-hearted support to the fundamental ob-
jectives of the Economic Cooperation Act.

Soon after the 1946 congressional elections, I pointed out in a public address
that the majority party in the present Congress would have an unparalleled
opportunity to study trade barriers, including tariffs, in a new approach which
should be factual, rather than emotional; and that such a study would erase
the stigma of isolationism and prejudice from its record.

I still hope such a study can be made and publicized and that meanwhile the
Reciprocal Trade Agreements Act will be renewed for 3 years, without amend-
ment.

The CHAIRMAN. Mr. Alger Hiss, please.

STATEMENT OF ALGER HISS, CHAIRMAN, EXECUTIVE COMMITTEE
CITIZENS' COMMITTEE FOR RECIPROCAL WORLD TRADE

Mr. Hiss. My name is Alger Hiss. I am chairman of the executive
committee of the Citizens' Committee for Reciprocal World Trade
and represent that committee before this committee.

The CHAIRMAN. Do you have a hand in all these form letters and
telegrams that you are sending out asking people to in turn send them
in to Congress?

Mr. Hiss. Senator, I was very interested to hear your reference to
form letters because I was wondering who had sent out form letters.
My committee has iot sent out any form letters whatsoever.

The CHAIRMAN. I am very glad that that is correct. Before the
hearing is over, I believe I will introduce a file. Everybody in the
country is sending me form letters and form telegrams and sugges-
tions as to what should be included. Are you in the latter category?

Mr. Hiss. We have sent out to our own members-
The CHAIRMAN. You have a right to do it, mind you. I am not

challenging your right.
Mr. Hiss. We have sent out to our own members and others infor-

mation about the developments with respect to the renewal of the
Trade Agreements Act.

The CHAIRMAN. That is a very laudable purpose.
Mr. Hiss. And have frequently and on many occasions urged the

citizens with whom we were in contact to send their own views to
Members of Congress.

The CHAIRMAN. That, too, is laudable; but you have not suggested
what they should send, you have not given them any idea what should
be incorporated in the telegram or letter, have you?

Mr. Hiss. We certainly have not sent out any form letters. That.
is a very ineffective manner.

The CHAIRMAN. Have you done what I just mentioned?
Mr. Hiss. We have set forth our own views and opinions. We have

set forth information and we have let them draw the conclusions from
that, I would say, Senator.
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The CHAIRMAN. Then you say that you have not suggested what
should be in the letters or telegrams?

Mr. Hiss. As far as specific details are concerned, Senator-
The CHAIRMAN. Oh, no.
Mr. Hiss. Or as to those that agree with us
The CHAIRMAN. Not the specific details. You have already said

you did not do that. I am asking you whether you gave them an
intimation, let us say, as to the general contents of the letters or wire.

Mr. Hiss. We have certainly, Senator, urged those who agree with
us that the act should be renewed without change for 3 years to say that.

The CHAIRMAN. Have you suggested the contents of the letters or
the wire?

Mr. Hiss. To the extent that I just stated, we certainly have. We
have said those who agree with us that the act should be renewed for a
further period of 3 years without change, should say so.

The CHAIRMAN. And you did not give them any guidance as to how
they should say it?

Mr. Hiss. Perhaps what I have just said is its guidance.
The CHAIRMAN. But did you give them any further guidance?
Mr. Hiss. In what respect do you have in mind, sir?
The CHAIRMAN. In respect to what they should put in the wire or

telegram or the letter.
Mr. Hiss. Wouldn't it be guidance to say-
The CHAIRMAN. It would be entirely proper.
Mr. Hiss. Wouldn't it be guidance, Senator?
The CHAIRMAN. Never mind asking me the questions. I am asking

you the question. In addition to saying wire in your views, did you
tell them or intimate or suggest what should be in the wires or letters?

Mr. Hiss. Senator, I have already said, we said those who agree
with us that the bill should be renewed for a further period of 3 years
without amendment should so state. That seems to me very definitely
to suggest to like-minded people what to say.

The CHAIRMAN. The answer is yes?
Mr. Hiss. I would like to stand on the answer as I gave it, Senator.

If your interpretation of that is a qualified yes.
The CHAIRMAN. Then I will assume your answer is no.
Mr. Hiss I would rather assume the answer is what I have given.
The CHAIRMAN. Then you have not answered and I will ask you

again.
Mr. Hiss. I will try again, Senator. I think-
The CHAIRMAN. Give it another try.
Mr. Hiss. I think it is difficult to answer that particular question

with a flat yes or no, as sometimes happens.
The CKAImUMv. All right. Give us one that is in between or give us

one of these two-handed opinions.
Mr. Hiss. I am repeating, we have frequently urged those who

share our view that the act should be renewed for a further 3-year
period without modification so to state to members of Congress.

The CHAIRMAN. Yes, and nothing further?
Mr. Hiss. According to my recollection, that is an adequate answer,

sir.
The CHAIRMAN. All right, go ahead.
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Mr. Hiss. To identify the committee for the record, the former Sec-
retary of State, Cordell Rull, is the honorary chairman of the com-
mittee.

The CHAIRMAN. I must examine my files and see where these form
letters and things came from, because somebody is putting up a lot of
dough to have perfectly asinine letters and telegrams suggested, and
I would not want your organization to be squandering its money that
way, you see.

Mr. Hiss. Certainly asinine letters would be a great waste of money)
Senator; I quite agree.

The CHAIRMAN. That reminds me we used to have a rather boister-
ous bar in the early days of Colorado, and up at Gunnison one time
the court opened up its session and a bunch of lawyers that had been
out all night came boiling into the courtroom and one of them was
singing. The judge called him up and fined him for contempt. In
doing so, he said, "I am not fining you because you were singing, but
because you were singing off key."

Do you get the point?
Mr. Hiss. I do, Senator. It is a ood point.
The other officers are Gerard Swope, chairman; Charles P. Taft

and Thomas J. Watson, vice chairmen; and W. Randolph Burgess,
treasurer.

I would like in addition to my oral statement, permission to submit
for the record a written statement from our chairman, Mr. Swope,
who is unable to be present to testify orally. May I turn that over?

The CHAIRMAN., We may put that in the record. I wish Mr.
Swope had been here. He rendered a great service to this committee
as one-time member of an advisory counsel on social security. He
was well known here and highly respected.

(The prepared statement of Mr. Swope follows:)

STATEMENT OF GERARD SWOPE, CHAIRMAN, CITIZENS' COMMITTEE FOR RECIPROCAL
WORLD TRADE, NEW YORK, N. Y.

As the basis for presenting our reasons for urging that H. R. 6556 be rewritten
to provide for a simple 3-year extension of the Reciprocal Trade Agreements Act
in its present form, we first submit the following information as to the origin
and nature of the Citizens' Committee for Reciprocal World Trade.

It is a voluntary, nonprofit organization of citizens which has grown from
a handful in the middle of last March to a present membership of 275 men and
women from 67 cities in 32 States and the District of Columbia, who have joined
together for the sole purpose of mobilizing public support for extension of the
Act in the form and for the period which have become established national policy
during the past 14 years. Our officers are shown at the top of this letterhead
which lists on the reverse side the membership developed during the first few
weeks of the committee's formation. The full roster is attached to this brief.

Of the total membership, some 166 are prominently identified with the Nation's
banking, business, and industrial interests; 11 are nationally known as labor
leaders, 10 as farm leaders, 87 as leaders of veterans, ohurch, educational, and
public-affairs groups. Thus, our membership represents a truly national cross-
section of the American public both geographically and functionally.

What we neither know nor care to know are the party affiliations of our in-
dividual members. The only political significance of our committee is that we
have rallied together through a common conviction that the foreign economic
policy of the United States is above party, sectional, and special interests; and
we submit that this significance is impressive.

For that matter, the responsible leaders of both major parties and of the
Socialist Party publicly support the reciprocal trade agreements principle.
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The present difficulty arises, therefore, from profound differences in the
methods with which various groups seek to implement that support.

Examination of H. R. 6556 brings out these basic points:
1. Limitation of extension of the implementing legislation to 1 year makes the

program unworkable in the immediate present and uncertain as to its future.
.Evn if other nations were disposed to negotiate on so tentative a basis, the
time required to assemble essential information and then to develop such nego-
tiations would preclude the conclusion of effective trade agreements within the
life of the legislation. Furthermore, what American company would project a
production and marketing program for export sales on such a brief and tenuous
basis?

2. Singling out one agency-the United States Tariff Commission-and load-
ing it with the duties and responsibilities specified in H. R. 6556 would have
these inescapable results:

(a) The emphasis would be concentrated on protection of domestic produc-
tion without setting up criteria as to what farm and factory components of do-
mestic production-now established or to be established-merit protection at the
expense of American taxpayers and consumers. This over-emphasis on pro-
tection would completely reverse and stultify the basic principle of RTA, which
is the encouragement of tariff bargaining among the still free nations of the world
in order to expand world trade and thus sustain production and employment.

(b) A fact-finding agency which has won the respect of the Nation for its
objectivity in a highly specialized field would be distorted into a policy-making
body dealing with problems entirely outside that field; for how else, under the
conditions imposed by H. R. 6556, could questions of national defense be brought
into the basic criteria of negotiating trade agreements with other nations?

(c) America's stake in export markets is completely ignored, for the forum
is eliminated in which exporters have presented their case for adjustment
with those of other elements of our economy in an over-all pattern of national
interest. Basic legislation which thus penalizes our exporters would necessarily
mean inadequate protection for our export trade. What such a policy would
mean to farm values and factory pay rolls will be understood by those of us
who lived through the dead-end economy following World War I.

(d) The greatly expanded role assigned the Tariff Commission by H. R. 6556
would necessitate an increase in personnel and costs estimated by the present
chairman of that agency at from half to twice as much again as the budget
now allowed it; yet no provision is made in the bill for meeting this expense.
Whether deliberate or just careless, this failure in legislation purportedly to
extend the Reciprocal Trade Agreements Act will strangle that program.

3. Quite aside from this and other provisions in H. R. 6556, the conspiracy
of silence in which it was written and then driven through the House makes
this measure suspect; and this suspicion is now spreading through the Nation.
The situation is too well known to your Committee to require restating here,
but we submit that the great body of membership in both House and Senate,
has been badly handicapped by the closed hearings, restriction of debate and
failure to make available even such testimony as was developed in those lim-
ited hearings. Such repudiation of the democratic process can only elicit re-
pudiation of the proceedings and their end result: H. R. 6556.

We consider as unworkable and abortive this attempt to "improve" a policy
and procedures developed during the past 14 years and productive, notably in
the general agreement on tariff and trade, of the broadest international co-
operation on trade relations in the history of the civilized world. These pro-
cedures are thoroughly democratic in providing public hearings at which inter-
ested parties can present not only their facts but even their fears: in providing
for a screening of such testimony and adjustment of conflicting interests by an
interdepartmental committee bringing to bear on each prospective trade agree-
ment the considerations of national defense, agriculture, commerce, labor, and
foreign affairs as well as the factual data of the Federal Tariff Commission,
and in making assurance doubly sure by providing an "escape clause" under
which specific relief is mandatory, after Tariff Commission study and recom-
mendation, for even the threat of injury to a bona fide domestic interest.

We believe that much of the present controversy is due to confusion between
the machinery for the trade-agreements program and the operation of that ma-
chinery. Thanks to the action of five previous Congresses, this machinery has
been designed and developed in the best tradition of American democracy. If
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there is dispute as to the operation of this machinery, this is a matter of staffing.
We therefore urge the Committee on Finance so to amend H. R. 6556 that it

will become an extension of the Reciprocal Trade Agreements Act in its present
form for the customary period of 3 years. Such action will keep the program
in full force and effect; it will put the rest of the world on notice that the
United States is holding undeviatingly to its course toward world recovery and
world peace, and it will keep the faith with the spirit as well as the purpose
of ERP.

COMMITTEE MEMBERSHIP OF THE CITIZENS' COMMITTEE FOR RECIPROCAL

WORLD TRADE

(Attachment to brief of Gerard Swope)
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Mr. Hiss. Our committee was formed almost 3 months ago by in-
dividual citizens including representatives of banking, business, labor,
agriculture, education, religious, and public service organizations
who believe that the reciprocal trade agreements program as con-
ducted during the past 14 years is an essential cornerstone of our
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foreign economic policy-a policy with which we have been endeav-
oring, with some success, to lead the world out of the aftermath of a
shattering global war.

Ours is not a partisan position, nor is it dictated by narrow regional
or business interests. Of the 275 members of this committee in 32
States, 166 are from banking, business, and industry; 87 from public-
service groups, including veteran and church organizations; 11 from
labor unions; 10 from farm groups. We do not inquire, nor have we
been informed of the political views of the members of this committee.
The fostering of reciprocal world trade is not-or should not be-a
political question. Because of the decisive influence of the United
States in world affairs the type of trade agreements program adopted
by this Congress not, only will determine our foreign economic policy,
but the course of international economic relations. Surely this is a
matter of vital concern to every American irrespective of his political
or business affiliation.

Our committee believes that if the Reciprocal Trade Agreement Act
is not renewed or if it is rendered unworkable by limiting amend-
ments, the continuity of the entire foreign economic policy of the
United States will be seriously impaired and our country's leadership
jeopardized at one of the most critical times in history. The Citizens'
Committee for Reciprocal World Trade is strongly opposed to the
present bill as contrary to the best interests of the people of the United
States.

They believe that H. R 6556 does not, in fact, extend the Reciprocal
Trade Agreements Act. It revokes it and reverses the liberal trade
policy on which the act is based and which has guided the inter-
national course of this country for over a decade.

H. R. 6556 is frankly protectionist. It disrupts the intergovern-
mental procedures under which trade agreement policy has been
gradually and carefully developed for 14 years and which has suc-
cessfully protected the broad public interest. It establishes prac-
tically as the sole criteria for tariff adjustments the costs of the
respective domestic industries regardless of their significance to the
total national economy. In so doing it ignores the consumer. It
concentrates entirely on limiting imports that might compete with our
own producers-whether efficient or inefficient-and totally disregards
the problem of sustaining export markets.

The CHAIRMAN. You believe in the elimination if it would serve a
purpose in this process of the inefficient producer?

Mr. Hiss. I believe, Senator, if a concession would bring about en-
hanced national prosperity and welfare on an over-all basis, if one
of the factors, one of the results, might be some injury to a particular
domestic industry, that would not necessarily preclude the wisdom of
a decision to make the concession.

The CHAMMAN. If the industry were a large one, but were inef-
ficient and if more and more economic results could be achieved by
exterminating it and making careful concessions, you would favor
that course?

Mr. Hiss. I think that question which I have heard asked in the
course of the hearings this morning is one that requires a good deal
of precision in answer, if the answer is to be helpful. There may in
some instances, for example, be an important national defense interest
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which would make is very desirable that a particular industry not be
impaired in any respect, so it is very difficult to answer the question
as broadly as it seems to me to have been asked.

I would say, again to repeat what I said to your earlier question,
that if in a particular instance it were determined on an over-all basis,
considering all aspects of the matter, that a reduction might cause
injury to a particular individual domestic industry, but larger bene-
ficial results might thereby be obtained, I would personally think that
a concession would be desirable under those circumstances.

The CHAIRMAN. Is that the viewpoint of your organization?
Mr. Hiss. I think that is the position that the committee takes.
The CHAIRMAN. You have made it quite clear.
You understand, the little producer is usually the high-cost producer,

do you not?
Mr. Hiss. In many instances, certainly.
The CHAIRMAN. And you understand that if you start wiping out

the inefficient man, pretty soon you are working great concentrations
of your economic strength into a very few hands.

Mr. Hiss. Senator, it has been my observation, and I have watched
the trade agreements program from its inception with some care,
that in many instances fears of being wiped out by small industries
or large industries or of being even seriously injured were merely
fears, that the general increase in the domestic as well as the foreign
market resulting from the agreement benefitted all concerned, and
much of the fear and much of the talk about injury have been academic
rather than real.

The CHAIRMAN. Somewhere in Shakespeare it is said in effect that
the shadow mayhave more substance than the substance itself.

Mr. Hiss. Senator, I have been impressed, as I think Mr. Rosenthal
has. I have been through the records of past hearings on renewal
of the act, and I have not found there evidence of anything but the
fears. The fears were expressed each time, but I found no evidence
of real substantial injury to any industry.

The CHAIRMAN. Fear deters planning, and that is a very important
part of our economy.

Mr. Hiss. That is a point which needs to be taken into consideration.
The protectionist philosophy inherent in this bill would destroy the

basis for tariff negotiation as formulated in the Trade Agreements Act
of 1934. Of what value would concessions to other countries be if
complete protection is to be accorded any American interest that
chooses to produce the same articles.

The CHAIRMAN. That is another variant of your theme. That
would do injury to a particular domestic industry if it served in your
opinion the larger national purpose.

Mr. Hiss. As a very hypothetical question, sir, yes.
As a result of the disastrous collapse in world trade in the early

1930's, it became obvious to all concerned with this problem that the
reduction in trade barriers was a necessity for world economic sur-
vival. To persuade other countries to lower the barriers they had
erected against our goods-in many cases in retaliation to the Hawley-
Smoot Tariff Act of 1930-we would have to be able to agree to com-
parable reductions in our tariffs. Reciprocal agreements were called
for. The log-jam had been created by regarding tariffs, quotas, and
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foreign-exchange control only from the standpoint of protecting in-
dividual domestic industries and without regard for the total national
interest or international economic well-being. H. R. 6556 would in-
evitably restore this approach to tariff questions.

The CHAIRMAN. When did the Reciprocal Trade Agreement Act
come into existence?

Mr. Hiss. 1934, Senator.
The CHAIRMAN. Is there a country in this world today which does

not protect its own national interest either by tariffs, quotas, or ex-
change restrictions?

Mr. Hiss. None that I know of, Senator.
The CHAIRMAN. When did the war commence?
Mr. Hiss. The war?
The CHAIRMAN. World War II.
Mr. Hiss. 1939.
The CHAIRMAN. So it cannot be said that the reciprocal trade system

has done away with the barriers to which you are referring or that it
served to prevent war.

Mr. Hiss. I think it helped reduce some of the barriers. I think it
helped prevent additional barriers from being erected after 1934.

The CHAIRMAN. Let me ask you again: Is there any country in this
world that is not protecting its domestic situation to the extent that it
considers such protection necessary, either with tariffs, quotas, or ex-
change controls?

Mr. Hiss. Not so far as I know. There are many, many countries.
I don't know of any.

H. R. 6556 has cut the life of the act to a period too short to en-
courage other countries to undertake the lengthy negotiations necessary
to conclude a trade agreement.

The CHAIRMAN. Did you hear the testimony yesterday and this
morning as to the trade agreements which are in prospect?

Mr. Hiss. I heard the summary you made of it.
The CHAIRMAN. They are fairly unimportant, relatively speaking,

are they not?
Mr. Hiss. I think no trade agreement is unimportant, Senator. The

cumulative effect of a number of agreements is far more important
than the effect of any single one.

The CHAIRMAN. Oh, yes. You would fill this glass fuller if you put
a drop of water into it, but so far as the importance of the agreement
is concerned, the evidence is clear here that there is nothing important
in the offing.

Mr. Hiss. By offing, you mean the immediate future, Senator?
The CHAIRMAN. Within the next year, let us say. That follows

necessarily from the fact that you have covered most of your trade
with existing trade agreements.

Proceed, please.
Mr. Hiss. By subjecting each agreement to the risk of an inde-

terminate delay of 60 consecutive legislative days and of possible
complete veto by Congress, it would destroy any incentive for other
countries to enter negotiations.

The CHAIRMAN. Were you here when it was developed that at levels
below the Secretary of State there has been a lot of discussion in the

76984-48------13



188 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

State Department as to whether even to ask for renewal of the Re-
ciprocal Trade Agreements Act this year?

Mr. Hiss. I heard vou mention that. also. Senator.
The CHAIRMAN. Proceed, please.
Mr. Hiss. You didn't say what the reasoning had been.
The CHAIRMAN. I do not know what the reasoning has been, except

that that negatives the terrific urgency which has been injected into
this matter.

Mr. Hiss. It just occurred to me I didn't know whether such a
decision had been reached.

The CHAIRMAN. I am not giving it the formality of a decision. The
decision ultimately was to go ahead and press for it, but for a period
of months at these levels below the Secretary of State there was very
serious discussion as to whether to ask for it at all.

Mr. Hiss. I was just wondering whether it might have seemed from
fear as to the reception the request might receive in Congress.

The CHAIRMAN. There might have been some political considera-
tions.

Mr. Hiss. It further subjects the Presidential authority to con-
gressional veto thus vitiating the major contribution of the trade
agreements program; i. e. permitting the Executive to adjust tariff
rates through a process of bargaining within limits set by Congress
and subject to periodic congressional review.

Section 2 of this bill stipulated that the President may not undertake
negotiation of any trade agreement until the Tariff Commission has
made a report on every prospective item in the agreement as to the
extent to which duties may be adjusted, "without causing or threaten-
ing serious injury to domestic producers of like or* similar articles or
impairing national defense."

First this suggests the feasibility of a price measurement of costs of
production when we all know that this is not the case.

The CHAIRMAN. The bill does not suggest it. I think it is generally
understood you cannot apply an individual rule or formula to the
subject.

Mr. Hiss. It seems to me, sir, that it does suggest it. As no detailed
criteria are given the Tariff Commission for determining injury, the
Commission would have to rely upon estimates of costs of production.
After all the data are assembled the determination would still have to
be made, as it is now, largely on the basis of estimate and judgment.
The present chairman of the Tariff Commission has already pointed
this out. Estimates of costs are relevant factors in tariff adjustment.
But they can't be made the sole criterion or treated as a rigid pseudo-
mathematical standard if barriers to trade are to be reduced rather
than increased.

Considering the fact that there were 3,000 separate import items
listed for the general agreement, and that there may be as many as 500
to 1,000 in an individual agreement, it must be obvious that this pro-
vision can serve only to prevent rather than encourage negotiation of
trade agreements.

The CHAIRMAN. What trade agreements are ahead of us to be
negotiated?

Mr. Hiss. In the period ahead, Senator, as already has been brought'
out, there are seven or eight countries participating in the European
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recovery program with whom we have no trade agreements at present.
There is always the possibility of renegotiating agreements already in
effect, as conditions change to make it still more helpful.

The CHAIRMAN. If the Tariff Commission were competent to give
digests on 1,400 items, it would be competent to give digests on the
far lesser number involved in the scheduled number of those relatively
unimportant countries, speaking trade-wise.

Mr. Hiss. On that point, Senator, it seems to me there is a very
great distinction between the advisory function in which the Tariff

commission has heretofore been engaged, drawing up and listing
such information as it could get of the kind you have described, and
giving it a new type of finality of determination.

The CHAIRMAN. That is another way of saying reaching a decision.
Mr. Hiss. Under this bill it must set forth a top and a bottom with

a degree of finality which I think the facts make impossible.
The CHAIRMAN. 'The law at the present time sets a top and bottom

with a degree of fact and finality which should not be avoided.
Mr. Hiss. Are you referring to the 50-percent limit, Senator?
The CHAIRMAN. Yes.
Mr. Hiss. That doesn't take any investigation. That is set by arbi-

trary rule of Congress.
The CHAIRMAN. I am not so sure it is completely arbitrary. The

Congress gave a lot of consideration to the imposition of those limits.
Mr. Hiss. It is arbitrary in the sense that-
The CHAIRMAN. In the end somebody has to make a decision in

this business, do they not?
Mr. Hiss. Yes, sir.
The CHAIRMAN. You say the Tariff Commission should not be given

the exclusive right to make that preliminary decision which under
the present system or under the system proposed by this bill will be in
the President.

Mr. Hiss. I think the issue is not one of decision but of the factors
which should go into making the decision, Senator.

The CHAIRMAN. You have heard it stated repeatedly and it has
not been challenged, that every agency of this Government would be
available to the Tariff Commission in reaching its decision.

Mr. Hiss. But the Tariff Commission will not be available to every
other agency of the Government when they reach their decisions in the
way in which it has been in the past, Senator.

The CHAIRXAN. There is no reason why the Tariff Commission
will cease being helpful to the other agencies as it has been.

Mr. Hiss. The bill itself provides, Senator, that they must not par-
ticipate in any way that could be considered other than merely giving
facts. Can it not give advice to the negotiators?

The CHAIRMAN. But the general functions of the Tariff Commission
to be helpful in these matters has not been changed. There is no
prohibition against X department asking the Tariff Commission for
information.

Mr. Hiss. How about advice, Senator?
The CHAIRMAN. The Tariff Commission would give its advice to the

President.
Mr. Hiss. The bill provides that neither the Commission nor any

member officer nor employer of the Commission shall participate in
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any manner in the making of decisions with respect to proposed terms
of any trade agreement. At present it can, and officers and employers
can participate in the actual making of decisions.

The CHAIRMAN. Yes.
Mr. Hiss. That would not be possible under the bill.
The CHAIRMAN. You would not allow them to have any decision

under the bill?
Mr. Hiss. I would recommend to your committee, Senator, that they

not be given the sole power of decision which this bill gives them.
The CHAIRMAN. Your point is that the decision should be diluted

and scattered among a larger number of people.
Mr. Hiss. On the contrary, I think it should be integrated through-

out the Government, all the agencies that are really vitally concerned.
The CHAIRMAN. Your suggestion is that it should be integrated with

a larger number of agencies and that that larger number of agencies
should evolve an integrated, what would you call it, decision giving
weight to the views of all.

Mr. Hiss. That is very well.
The CHAIRMAN. Under what standard?
Mr. Hiss. Under the present standard of the Trade Agreements

Act.
The CHAIRMAN. That is what, please?
Mr. Hiss. The language of the act refers to this: "Regulating the

admission of foreign goods into the United States in accordance with
the characteristics and needs of various branches of American produc-
tion, so that foreign markets will be made available to those branches
of American production which require and are capable of developing
such outlets by affording corresponding market opportunities for
foreign products in the United States."

The CHAIRMAN. Is it not clear to you that that does not set-up the
injury formula which the President has promulgated and which the
Department of State has reiterated again and again in connection with
renewal of this act?

Mr. Hiss. Senator, the Presidential order to which you refer I think
relates to the escape clause solely, does it not?

The CHAIRMAN. I am not speaking of that. I am speaking of the
President's assurance in public speeches and otherwise that the opera-
tion of this act would not be permitted to injure any domestic industry.

Mr. Hiss. It seems to me the record has demonstrated that that is the
result.

The CHAIRMAN. Do you accept that as the standard?
Mr. Hiss. Senator, if you mean that in no case would any single

American industry be in any way injured by imports permitted
through a concession, I would not agree.

The CHAIRMAN. Serious injury.
Mr. Hiss. I would say any-
The CHAIRMAN. You still would not agree?
Mr. Hiss. I still would not agree.
The CHAIRMAN. Go ahead.
It might then be the province of Congress to lay down a standard.
Mr. Hiss. It certainly would be within the authority of Congress.
The CHAIRMAN. If the Congress has accepted the assurances of the

President on that subject and of the Department of State, and if there
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is any general opinion of the kind that you have expressed in the
Interdepartmental Committee, then it is high time that a standard
was laid out.

Mr. Hiss. If the purpose of Congress is to insist on such a standard,
the point is well taken.

The CHAIRMAN. That is the purpose of the bill.
Mr. Hiss. The bill not only gives rigid undesirable functions to the

Tariff Commission, it prevents the Commission from continuing its
helpful role as a member of the team that conducts the program. The
Tariff Commission is prevented by the present bill from participating,
along with the Departments of State, Commerce, Treasury, Agricul-
ture, Labor, National Defense, in the deliberations of the Interde-
partmental Trade Agreements Committee. Incidentally, section 2
would take trade agreement questions affecting national defense out
of the jurisdiction of this representative interdepartmental committee
and make a single agency, not specifically qualified in defense matters,
the Tariff Commission, the final authority.

The CHAIRMAN. The President is Commander in Chief, is he not?
And he has the last word in the matter. He has vast facilities to obtain
proper advice in the matter.

Mr. Hiss. Under the bill it is clear that Congress has the final word
with respect tot any trade agreement, not the President.

The CHAIRMAN". I mean assuming that we continue the delegation
of authority to the President, the President is the commander in chief,
he has all sorts of military advice available to him. It is to be assumed
that he would listen to that advice if a national defense question were
involved, and he does not have to do anything under the proposed bill.

Mr. Hiss. You mean assuming a bill otherwise in its provisions than
H. R. 6556?

The CHAIRMAN. Assuming the present bill became law, the Presi-
dent still could depend upon his military advisers for what is best
for the defense of this country.

Mr. Hiss. He would not have the final decision with respect to the
terms of agreement.

The CHAIRMAN. He would have the final decision except for the
power of review.

Mr. Hiss. By Congress.
The CHAIRMAN. By Congress.
Mr. Hiss. Right, and the power of veto.
The CHAIRMAN. And the Congress at the present time has great

constitutional authority in matters of the national defense.
Mr. Hiss. But under-
The CHAIRMAN. Congress puts up the dough. The Congress has

specifically congressional authorization with respect to raising and
maintaining the military services, and the commander in chief as such
has specified and a vast field of unspecified power on the subject.

Mr. Hiss. But under this bill the President would not have final
decision with respect to any agreement, Senator.

The CHAIRMAN. Under this bill the agreement finally consummated
would be subject to the review of Congress.

Mr. Hiss. And the veto of Congress.
The CHAIRMAN. Yes.
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Mr. Hiss. A much-repeated reason given by the authors of this
bill-

The CHAIRMAN. I am merely suggesting that in view of the fact
that under the Constitution tle Congress has exclusive jurisdiction
over this subject matter, and that no one has any except as the Con-
gress delegates it, the Congress, as was suggested by someone here
being analogous to a board of directors, perhaps should have the right
to see what the officers are doing.

Mr. Hiss. There is no question but that the Congress can take away
what it has given if it so desires. It is a question of the wisdom of the
action, Senator.

The CHAIRMAN. That is right. I agree with you.
Mr. Hiss. You don't believe that the board of directors should re-

view the acts of the officers? I think the board of directors has con-
sistently reviewed the action of the officers.

The CHAIRMAN. And will do it after the exiration of 1 year.
Mr. Hiss. I didn't know that had been decided.
The CHAIRMAN. I think you- will find that will work out. Unless

the President does not want any reciprocal trade legislation and the
lead in the shoes of the State Department for so long in this session
might give some little color to that argument.

Mr. Hiss. A much-repeated reason given by the authors of this bill
for placing this authority in the hands of one agency is to prevent
"blind slashing" of tariffs. The record hardly supports this charge.
The act has been renewed four times. Each time, except for the pres-
ent occasion, there were lengthy open public hearings in both the
House and Senate. Several thousand pages of testimony given at
these hearings fail to disclose any real injury to any industry that has
been caused by tariff reductions. The interdepartmental procedure
has assured a careful, moderate, and gradual reduction of tariff duties.

The Trade Agreements Act of 1934, which substituted a liberal
for a protectionist trade policy, was based on the realization that
trade barriers affect the whole Nation and not just individual indus-
tries, and that tariff reductions, therefore, have to be made in terms of
national interest rather than protection for a specific product; that not
only is the level of exports related to the level of imports, but pro-
viding a market for others is an indispensable condition for having a
market ourselves; that our standard of living, and our level of produc-
tion, employment, and purchasing power-in other words, our prosper-
ity, welfare, and security as a nation-is inextricably tied to the pros-
perity and trade of other nations; and that flourishing international
trade is essential for political stability and peace.

Out of this concept of the function of trade and its relation to the
public interest has emerged a foreign trade policy designed gradually
to eliminate unreasonable barriers to trade and to expand the area ana
scope of international economic cooperation. It was largely because
of our initiative in pursuing this policy that we have been able to
move from the Atlantic Charter to the United Nations, from bilateral
trade agreements to the General Agreement on Tariffs and Trade.

The CHAIRMAN. The Atlantic Charter, I suggest, is a completely
forgotten instrument. They could not even find it when they started
to look for it.

Mr. Hiss. I would not by silence Senator, want to appear to give
assent to that.
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This policy underlies the philosophy of the European recovery
program and Will be a major factor in assuring its success. Or to put
it negatively, reversal of this policy could only jeopardize the Euro-
pean recovery program.

By overwhelming bipartisan vote, Congress has accepted very con-
siderable obligations in the Foreign Assistance Act of 1948. Under
this act we have undertaken not only an unprecedented financial pro-
gram but, more important, we have committed our Government to
moral responsibilities of enormous significance both to the security
of this country and, indeed, of the world.

The CHAIRMAN. It has not escaped you that by virtue of doing this,
which I am heartily in favor of doing, you may be lessening the possi-
bility of export trade from this country.

Mr. Hiss. By doing what, Senator?
The CHAIRMAN. By our foreign assistance act, which is designed

to rehabilitate foreign industry and put them in position to make their
own goods that they need themselves, you necessarily, as that gets to
working, reduce the amount of exports which we are now making to
the rest of the world.

Mr. Hiss. Which we are now making, sir. I think in the first place
it is by no means clear that encouraging the economic revival of the
countries of Europe will result in the long run in a reduction even of
the very high present levels.

The CHAIRMAN. You have slithered away from what I put to you.
Mr. Hiss. I didn't mean to.
The CHAIRMAN. I am talking about the present. It will certainly

have the effect of reducing our present scale of exports, will it not?
Mr. Hiss. Unless we are prepared to receive in return for our present

level goods and services of comparable value, then I think we should
reduce our present level of exports.

The CHAIRMAN. That is another way of saying that unless we import
labor to the amount that we are exporting it, you get your matters
-out of balance.

Mr. Hiss. I quite agree.
The CHAIRMAN. We certainly should get them balanced.
Mr. Hiss. But I don't think the European recovery program is

going to lessen the opportunities for American exports on a sound basis.
The CHAIRMAN. I think it has been developed here that as they get

their industry rehabilitated and get going and satisfy their local
shortages, trade will become more selective.

Mr. Hiss. That doesn't mean it will become lessened or of less value
to the prosperity of the United States.

The CHAIRMAN. Only to the extent to which you push the selectivity.
Mr. Hiss. Countries with a high level of prosperity normally engage

in a larger world trade than those with a low level.
The CHAIRMAN. That is quite true.
Mr. Hiss. As the Honorable W. Averell Harriman stated before he

-assumed his duties as the chief representative in Europe of the Eco-
nomic Cooperation Administration:

Our influence in world affairs has become decisive. We must therefore in all
-our actions behave responsibly and with full consideration of the effects of what
-we do upon others.
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It is the firm conviction of our committee that H. R. 6556 does not
extend the Reciprocal Trade Agreements Act but instead makes it
unworkable. The Citizens' Committee for Reciprocal World Trade,
therefore, urges that the Reciprocal Trade Agreements Act be renewed
as it stands for 3 years.

The CHAIRMAN. Do you really believe if this bill became effective,
we could not make any more reciprocal trade agreements?

Mr. Hiss. It would do what, Senator?
The CHAIRMAN. Do you really believe if this bill became effective

we could not make any more reciprocal trade agreements?
Mr. Hiss. I think the value of any agreements we were somehow

able to squeeze out of this would be so reduced that the net effect
would be the same as if we had no further agreements.

The CHAIRMAN. But we could make further agreements, could we
not? What is there in the bill that would prevent it?

Mr. Hiss. The whole pattern established by the bill tends to mini-
mize the opportunity for getting effective, valuable agreements, after
14 years of a different procedure which has worked.

The CHAIRMAN. I do not challenge what you say, but I am chal-
lenging you to show what is in the bill that will prevent making trade
agreements. Your last statement was: "It is the firm conviction of
our committee that H. R. 6556 does not extend the Reciprocal Trade
Agreements Act but instead makes it unworkable." If it is unwork-
able, it means you cannot make further trade agreements.

Mr. Hiss. Senator, if it is unworkable, it means you can't make
valuable and good trade agreements. I would not be prepared to say
you could not get one tiny valueless agreement. I would not go so far
as that.

The Chairman. You are addressing the whole field of the subject.
Why could you not get one good agreement?

Mr. Hiss. I am embarrassed that apparently what I have said has
carried so little meaning. You asked me not to rehearse the whole
field again, but I have just been over the points which lead me to that
conclusion. Briefly summarized, they are that the bill establishes
protectionism for each individual American industry as a sine qua
non of the trade agreements program.

The CHAIRMAN. Then that statement goes to that argument.
Mr. Hiss. It goes to that. It also goes to-
The CHAIRMAN. In other words, what you mean by "unworkable"

is that it is undesirable philosophically.
Mr. Hiss. Unworkable in the sense of producing agreements of

value. That is the test, isn't it, Senator?
The CHAIRMAN. That.is what I am driving for. Let us say that we

decide to negotiate a trade agreement with Greece tomorrow.
Mr. Hiss. Yes, sir.
The CHAIRMAN. Greece exports olives, olive oil, citrus fruit, and

possibly some other things. Let us assume that California is asleep
and that Florida is asleep and that we would decide to take some olives
and olive oil and citrus fruits into the United States. We want to
figure out something that we can export to Greece, do we not?

Mr. Hiss. That isn't difficult to do.
The CHAIRMAN. Then, what is to prevent making an agreement

along that line?
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Mr. Hiss. Under the bill as it is now written, the Tariff Commission
would first have to list the maximum reduction which would be pos-
sible without threat of injury to the comparable American producers.

The CHAIRMAN. That is right.
Mr. Hiss. It seems to me the Tariff Commission would necessarily,,

therefore, fix a rate which made reduction either so slight or non-
existent that it would be of no value to Greece.

The CHAIRMAN. It would fix a rate that would not injure domestic
industry. Would that be unworkable?

Mr. Hiss. It would fix a rate, Senator, which would not permit any
threat of injury to any American industry, not to American industry
as a whole.

The CHAIRMAN. No. There is nothing of that kind in the bill.
Mr. Hiss. I am sorry to disagree with you.
The CHAIRMAN. That is something that you have spun in your mind

out of the bill. Tse Tariff Commission would sit down and examine
the effects of the implications in this country of olives, olive oil, and
citrus fruits, and it would say, "We can allow this to come in without
injury to these businesses in the United States," or "We cannot." If
they decided we could, it would not be unworkable, would it? If they
decided we could not, would that necessarily be a bad result?

Mr. Hiss. Senator, I have already said that in my opinion the only
standard this lays down for the Tariff Commission is necessarily the
standard of cost of production.

The CHAIRMAN. That is right, but that may not make the agreement
unworkable. It may be a highly workable agreement. While we are
talking, I think we are sparring about the meaning of the word "un-
workable." Something in your mind is unworkable if it does not meet
your philosophical concept of what reciprocal trade should be. Some-
thing in my mind is workable if it results in an agreement that is mu-
tually satisfactory and mutually profitable.

Mr. Hiss. I was thinking not in philosophical terms, but in practical
terms of what would lead-

The CHAIRMAN. All right, what would prevent an agreement with
Greece that would be mutually profitable under the terms of this act?

Mr. Hiss. I think the findings of the Tariff Commission as to costs
of production of domestic producers would definitely tend to militate
against a workable, valuable agreement.

The CHAIRMAN. Show me wherein the bill talks about the cost of
production as a standard.

Mr. Hiss. I am referring to page 2, section 2, Senator. The pro-
vision is that the Commission is to make an investigation and to report
their findings as to the extent to which duties and other import re-
strictions on the articles included in the list may be modified. In
other words, they determine what can and can't be done in order to
carry out the purpose of such section 350 without causing or threaten-
ing serious injury to domestic producers of like or similar articles.

The CHAIRMAN. That is right. Where is the production formula?
Mr. Hiss. I have already said, Senator, in my earlier statement that

the only standard, it seems to me, which the Tariff Commission could
possibly follow there would be the cost of production.

The CHAIRMAN. That is not mandated by the law, is it?
Mr. Hiss. I think it is mandated by common sense, Senator.
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The CHAIRMAN. That is your opinion.
Mr. Hiss. That is my opinion.
The CHAIRMAN. It is not mandated by the law. is it?
Mr. Hiss. I know of no other formula that could be devised to meet

this language.
The CHAIRMAN. If that is the essential formula, why should it not

go into the cost of production?
Mr. Hiss. If the cost of production is the essential formula?
The CHAIRMAN. I say, if to reach the kind of decision that we are

talking about they must go into the cost of production, why not?
Mr. Hiss. I say they should go into the cost of production as one of'

many relevant factors in determining the adjustment of rates in the
bargaining process.

The CHAIRMAN. Is there any limitation on the other factors in this
bill?

Mr. Hiss. I think very definitely this bill excludes all factors, such
as the burden consumers are bearing by the protection being given to.
a particular domestic industry.

The CHAIRMAN. Again, you don't like the standard of injury. You
are arguing against the standard of injury.

Mr. Hiss. Senator, I am arguing against the standard of injury for
any particular industry as the sole factor, not as one of the relevant
factors.

The CHAIRMAN. You have made that very clear.
Mr. Hiss. I am glad.
The CHAIRMAN. There is nothing in the bill that will prevent the'

Tariff Commission, keeping within the formula of no injury, from
availing itself of any type of information that it might care to.

Mr. Hiss. What would it use?
The CHAIRMAN. Is that not correct?
Mr. Hiss. Senator, it could avail itself to it, but what could it use

it for?
The CHAIRMAN. Is that not correct; that under the standard of no

injury, within that standard, and working toward a decision as to
whether there will or will not be, what limitation is there in the bill
against recourse to any source of pertinent information?

Mr. Hiss. But, Senator-
The CHAIRMAN. Never mind the "but." Answer me, and then we-

will go off into the philosophy.
Mr. Hiss. The provisions I have just read stand in the way, Senator.
The CHAIRMAN. What, please, is that? Read it again. I did not

catch it.
Mr. Hiss. The Commission is to find the extent to which duties and

other import restrictions and articles included in the list may be modi-
fied without causing or threatening serious injury. Injury is the only
standard there given.

The CHAIRMAN. Exactly, but within that standard and keeping to,
that standard, I am not asking you to agree to the standard. Assum-
ing the Congress puts it down as the standard.

Mr. Hiss. Yes?
'The CHAIRMAN. Is there any limitation on the Tariff Commission as

to where it shall go to find the pertinent facts to reach its decision on,
that?
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Mr. Hiss. But the facts as to support opportunities are not perti-
nent-.

The CHAIRMAN. I am not talking about that. Please answer that.
That is a simple question. I am not asking you to accept the injury
test. I am saying to you that if the Congress should lay it down under
this bill, then within the scope of the bill is there any limitation on the
Tariff Commission as to where it should go for pertinent information?

Mr. Hiss. Senator, I think what you are saying is that if you ask
the Tariff Commission to determine the quality of oranges, it may also
if it wishes, consider the quality of automobiles. It won't be relevant
to the issue.

The CHAIRMAN. I am not saying that I am asking the Tariff Com-
mission to do that. Will you listen again?

You assume that the Congress makes this test-this is my simple
question, and this is all-assuming that the Congress makes this
test, is there anything in the bill that limits the Tariff Commission to
where it may go for pertinent facts bearing on that standard?

Mr. Hiss. Senator, there is nothing which limits it as to where it
may go for pertinent facts bearing on that standard.

The CHAIRMAN. Now you have answered the question.
Mr. Hiss. However, may I go on?
The CHAIRMAN. You develop your theme. I just wanted that sim-

ple answer to that simple question. I believe you have given it to me;
or was that by inadvertence?

Mr. Hiss. Senator, may I go on with what seems to me the other half
of the problem?

The CHAIRMAN. Oh, yes; I am willing for you to do that.
Before you go to that, let us see if I do finally have your answer to

the simple proposition that if the Congress passes this bill and lays
down the injury standard that there is no limitation in the bill on
where the Tariff Commission shall go for pertinent facts in support of
the operation of that standard. We are agreed on that; are we?

Mr. Hiss. We are, Senator.
The CHAIRMAN. Now, you may get to your theme.
Mr. Hiss. May I say that it seems to me that that simple proposition

is so simple that it leaves out of account the other factors bearing upon
foreign trade which the Tariff Commission will have no reason to con-
sider, because they are not relevant to the injury formula.

The CHAIRMAN. That comes back to our original discussion as to the
validity of the injury formula, and as to that, we are just exactly
where we started from.

Mr. Hiss. Senator, we launched on this discussion by your challenge
to me to find where the cost of production element was a main element,
and I thought you were telling me-

The CHAIRMAN. I still challenge you on that.
Mr. Hiss. I thought you were just agreeing with me that that would

be the primary relevant factor.
The CHAIRMAN. I have never said any such thing. I never implied

any such thing. The whole context of what I have been talking about
here is that there is no limitation on the Tariff Commission in applying
the standard which I have mentioned.

Mr. Hiss. But, Senator, may I ask you, what in your opinion would
be relevant to the issue of injury apart from cost of production?
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The CHAIRMAN. I can see where in many cases, perhaps in all cases,
there would have to be some study given to that, and the Tariff Com-
mission, I assume, would give that study, but there might be many
other factors.

Mr. Hiss. Such as, Senator? What are some of the other relevant
factors?

The CHAIRMAN. Competition factors, investment factors, geo-
graphical factors, consumer demand factors, varying price factors.
You could think of 50.

Mr. Hiss. I don't get their relevance to the question of injury.
The CHAIRMAN. Anything that would bear on injury. You look.

at this domestic industry which, let us say, is up for question as to
whether it would or would not be injured. You study that domestic
industry and you study any fact that is pertinent to the injury.

You are fastening this cost of production as the sole factor, and
I will not let you male that crippling amendment.

Mr. Hiss. I am sorry, Senator, I don't see how I can consider issues
such as the value of export trade to the United States could possibly
be taken into consideration.

The CHAIRMAN. I think you could think of many things that could
not be taken into consideration.

For example, you could not take into consideration the case that
we have discussed here that we will exterminate "X" industry, which
is in this country, because we could put more men to work if we
exterminated and built up "Y" industry as an exporting industry.
You could not take that into consideration.

Are we in agreement on that?
Mr. Hiss. We are, sir.
The CHAIRMAN. Thank you very much.
Mr. Hiss. Thank you, sir.
The CHAIRMAN. Mr. Patchin, please.
Mr. Patchin, make yourself comfortable and identify yourself to

the reporter, please.

STATEMENT OF ROBERT H. PATCHIN, VICE PRESIDENT, W. R.
GRACE & CO., NEW YORK, N. Y.

Mr. PATCHIN. In view of the lateness of the hour and your kind-
ness in remaining here, I will try to be brief, and I will try not to
duplicate but to supplement the reasons advanced for extension of
the Trade Agreements Act without amendment, including those voted
by the House, and for a longer period than 1 year.

My observations are offered in the conviction that all the members
of this committee desire a sound economy in the United States, and
a progressive development of foreign trade as an essential develop-
ment thereof.

Our present foreign trade, of course, is admittedly out of joint
with the value of exports, the excess being financed largely by gifts
and loans. The productivity of countries which might ordinarily
supply merchandise to pay for our exports with goods and services
is still seriously limited.

I believe nobody proposes a wholesale sweeping away of the tariff
so as to lay American industry, agriculture, and so forth, open to an
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inundation of foreign goods. The Trade Agreements Act and agree-
ments in force thereunder I believe contain safeguards against this.
But the United States does need and it would seem can safely absorb
more foreign goods. They are needed for the maintenance of our
economic life and industry. They are needed to supplement our own
waning national resources in a number of strategic lines. They are
needed better to balance the chronic excess of exports and to recoup
some of the vast amounts being advanced to other nations to aid their
recovery.

An increase of imports is essential to our position as a creditor
nation. Unless we wish to see our loans turn into little-appreciated
gifts we should receive goods and services in payment or at least partial
payment.

I noted the other day that the head of an important trade organiza-
tion had said that all of the funds to be expended on the European
recovery program ought to be clearly regarded as gifts. I don't agree
with that.

The CHAIRMAN. I believe the general opinion is that those which can
be put on a business basis should be regarded as loans, either from
governments or from private parties, that those which have dubious
values as loans should not be regarded as loans, and that mentally, at
least, we should figure that we are not going to get it back.

Mr. PATCHIN. I believe that idea prevails, and I believe also there
is a sort of cynical idea that anything that we do extend to others is
sort of gone forever.

The CHAIRMAN. You could make a pretty good case for that.
Mr. PATCHIN. Because the productivity of those countries has not

yet reached a point where they can supply sufficient in return.
The CHAIRMAN. Of course, that poses the enormous question of when

the productivity will increase to the point where they can pay loans.
We did not collect anything after World War I. I am not in favor
of trying to collect unrealistic debts. Personally, I would rather wipe
them out unless they can be put on a basis of business. There is
nothing, I suggest, so harmful to our international relations as to be
asserting demands for money if the other fellow figured he would
never be called upon for payment.

Mr. PATCHIN. I agree with that, except for the last part that he
thought he wasn't going to be called upon for payment, but could pay,
then I think our attitude ought to be different.

The CHAIRMAN. When you get into the "could pay" angle, then you
get into the Shylock angle.

Mr. PATCHIN. That is what they say.
The CHAIRMAN. And it takes two people to effect a payment.
Mr. PATCHIN. That might be. I think we could discuss that at

considerable length.
The trade agreements policy has been so much discussed from the

standpoint of what we have gained or lost that due attention and
emphasis in my opinion have not been given to the potentialities of
the act and the agreements to check discrimination against American
commerce. While some restrictions by other countries have a possibly
or even definitely discriminatory characted and are being tolerated in
the interest of world recovery, these, as time goes on, may become
irksome and damaging.
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It is unlikely that any important country with which we have an
agreement would like to find itself without one in case the United
States should suggest its termination unless discriminatory practices
were terminated. For the agreements rest on the principle of non-
discriminatory multilateral trade as opposed to narrow bilateralism
or the creation of rival economic blocs of nations.

There now exists a network of 42 trade agreements between the
United States and other countries, and between many of these other
countries as well, which I understand total more than 100 agreements
in all. Does not this constitute a vast and formidable living, economic
force serving as a make-weight against the policies of nations not
within this area of agreement and which are not working -for liberal
and expanding trade relations?

I do not mean to say that all of those who have not come within the
area of the general Geneva agreements or reciprocal tariff agreements
which we had previously made are not liberal-trade-minded, but some
of them who were not in on that are definitely not, and you all know
who I mean.

It is obvious-that a structure of friendly trade relations that has
been developed, which has not been tested but is grounded on the
principle of liberal trade relations, and it is a factor in the total
worked economy which I believe has great value as opposed to other
policies and ideologies.

I think it has great value, and that is one of the reasons that I hope
nothing will be done by us to chip away that structure or to chip away
foreign confidence in the structure that will permit a possible prejudi-
cial extension. If we do not appear to value it very highly, others
will cool very rapidly.

The importance of these liberal trade relations and getting away
from the high barriers to which you, Mr. Chairman, referred earlier
in the day, saying there was no proposal to go back to those, the im-
portance of these liberal trade relations arises from this fact: It is
obvious that if the volume of total world trade should revert to pre-
war dimensions or anything like it, there will just be enough trade
and prosperity to go around. Nobody will be very happy and the
ground will be more fertile for things we do not like.

I have received today through the Department of Commerce state-
ments on total world trade as measured by everybody's exports. In
1938 at prices then prevailing, the total world exports were $21,984,-
000,000, and in 1947 the value of everybody's exports throughout the
world was $46,000,000,000 at prices prevailing today. At 1938 prices,
leaving the price at twenty-one-billion-odd dollars in 1938, the esti-
mated volume of exports which was twenty-one-billion-odd dollars in
1938 had risen only to $22,772,000,000. So, we are very little above
the 1938 volume of world trade, despite the tremendous productivity
of the United States and the great swelling in value of our exports.

The CHAmMAN. You get a very significant view of the volume of
the rest of the world if you deduct our own contribution to that volume.

Mr. PATCHIN. Very great.
I was also told that the British exports by volume had been pushed

up to about 120 percent of prewar volume, but that their imports were
only about 80 percent. To England imports have always been even
more important than exports.
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The fact that the United States remains the one great nation with
a tremendously increased productivity and ability to supply goods
should not blind us to the need of reviving the normal natural forces
of commerce which prior to the World War had steadily grown, but
which were shattered by World War I, recovered only slowly there-
after, and were again shattered by World War II. So, we are still
living in a pretty poor world.

The United States has given vastly of its treasures and resources
to heal the world's economic wounds and has recently pledged itself
to a long and costly program of aiding European recovery. This pro-
gram is designed to help the European countries help themselves, and
the same objective is to be sought in other parts of the world crippled
by the war.

The question presented by H. R. 6556 is whether the trade agree-
ments should be extended for only 1 year instead of 2 or 3, and also
by detaching the Tariff Commission from any part of the negotiations.

I won't go into that. We all know that. We have talked about it
all day. I believP - good case had been made of the contention set
forth in testimony by witnesses before Congress many times that
before World War II our foreign trade with countries with which we
had agreements increased more rapidly than it did where we had
none.

I do not know of any industry which has been seriously injured by
reductions made in our tariff. 'After 1939 when Europe's ability to
produce and export peacetime goods was greatly reduced, the United
States became the world's greatest supplier of industrial products
and a great scarcity of everything developed, and tariffs made little
difference one way or the other, and these agreements made little
difference one way or the other as to the actual movement of goods.

Those who were able to buy purchased wherever they could obtain
delivery. Trade was surrounded in most countries by wartime con-
trols on the movements of merchandise, shipping, and monetary ex-
change, which have continued in many cases, creating a situation
very different from that which had previously existed.

We are still in the transition period, but the continuing negotiations
of friendly trade agreements is an evidence of progress, in my humble
opinion. The precise operation of the newer agreements and the older
agreements under more normal conditions remain to be seen. How-

.ever, the act and the language of the agreements contained safe-
guards against any serious or lasting injury.

The CHAIRMAN. I am very glad to hear you say that. It is per-
fectly obvious, and yet there has been a lot of ducking around here
from that obvious conclusion.

Mr. PATCHIN. Which one is that?
The CHAIRMAN. Your conclusion that the effect of these agreements

remains to be seen. We have to have some return to something re-
sembling normal economic relations in this world.

Mr. PATCHIN. I think that is true. I think they have had a great
beneficial effect in fortifying the cause for more liberal trade relations.

The CHAIRMAN. I think you could make a very good argument that
the very process of trading, assuming that they didn't trade because
of the expectations of favors to come unconnected with trade. I think
the very process of getting around the table and making it an im-
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portant subject, putting their mind on it, exchanging viewpoints,
I think is a very helpful thing.

Mr. PATCHIN. Senator, despite the suggestions that have come from
some people in Congress that this was a very slap-dash proceeding, I
believe that they have accumulated more detailed and exact informa-
tion about our trade relations with other countries and the processes
that affect them than we have ever had before in the Tariff Com-
mission, Congress, or anywhere else.

I think that has happened. Of course, that is changing, and it has
to be kept up.

The CHAIRMAN. If I may suggest it, I think there is a great virtue
in sitting around a table, getting acquainted with each other, and
focusing our minds on trade arrangements of mutual advantage.

I think that this in itself is a constructive thing. It is open to ques-
tion whether such trade agreements have been made, and that in turn,
I suggest, cannot be tested until we have some return to what might
be called normal trade relations.

Mr. PATCHIN. I don't wish to be understood as saying that some of
the agreements before the war were not beneficial. I believe that they
were, and I feel that their effect, particularly in South America, were
very beneficial for reasons I will state hereafter.

Everyone knows or has learned that psychology plays a great part in
international relations. The Reciprocal Trade Agreements Act of 1934
offered the first check to the competitive tariff raising which began in
the twenties.

In Latin America, with which I am most familiar, the policy gave
pause to what had been a rather steady and progressive imposition of
prohibitive duties on Latin-American products which in our over-all
interest, commercial and military, we needed, and which our Latin-
American friends could send us in payment for their purchases from us.

It was not easy for the State Department to obtain trade agreements
with Latin-American countries in some cases. For instance, Peru felt
injured because the Sugar Act of 1934 had closed out from the United
States all but a few thousand tons of sugar from that country, which
is a small producer, and which cannot become a large producer because
of the [imitations of land and water, due to the fact that prior to that
time a much higher tariff had drastically impaired her ability to sell
sugar here.

In 1937 the Sugar Act was amended so that foreign countries other
than Cuba were granted a share of the chronic deficit in the Philippine
quota. This enabled Peru and the Dominican Republic to export to
the United States, what, in relation to their limited production, was
a satisfactory amount, but in the last revision of the Sugar Act most
of this quota was done away with in favor of Cuba, so tte Peruvians
are not very happy about trade relations with the United States today.
They hope that may be remedied.

Since in some quarters it has been suggested the reciprocal trade
information committee, which holds hearings when a trade agreement
is proposed, has given little heed to suggestions from domestic inter-
ests, I might cite the case of Chile.

Shortly before the beginning of World War II, a trade agreement
was considered. Among the articles announced to be subject to pos-
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sible tariff consideration were copper and white beans. A hearing
was held and a large number of Senators and Representatives from
copper-producing and white bean growing States appeared and made
vigorous suggestions and objections. No trade agreement was made
with Chile, and it was only at Geneva that an agreement was con-
cluded. Meanwhile, the United States on its own volition suspended
the excise tax on copper imports, because the metal is urgently needed
in this country today.

The part which the Tariff Commission has had in the functioning
of the reciprocal trade information committee and I believe in the
trade agreement committee, has already been discussed, but the pro-
posal in H. R. 6556 entirely detaches the Tariff Commission from
negotiation and power to ride herd on the President's exercise of the
power delegated to him within certain limitations is, in the opinion
of many who have studied the question, a mistake. The other members
of the reciprocal trade information committee represent the depart-
ments and agencies having to do with those elements of the national
economy which the act says are to be considered and weighed in its
administration.

It should be remembered that the act has been considerably amended
at different stages of its life to date, and the procedure has been
amended, in each case some objection being made.

I venture to say that no legislation has done more to convince other
nations that the United States is gradually recognizing the changing
conditions arising from its becoming the world's greatest creditor
nation. Many-I think most-if we would know their innermost feel-
ings, do not wish to borrow. They prefer to trade, and certainly fair
exchange of goods would be cheaper for us than the continuing excess
of exports, the eventual payment of which is dubious.

The proposed extension of the act for only 1 year with amend-
ments that can scarcely fail to slow down its administration has come
as a surprise and shock to other nations. They are led to believe that,
while the United States is a prodigal almoner lend-leaser and straight
lender, it is becoming hesitant, to say the least, about continuing liberal
trade relations. I don't believe that, but that impression has been
created.

It is unlikely that all of the new agreements or even some of the
old ones will prove entirely satisfactory to the various parties when
tested in recovering world trade: Modifications are desirable in that
case. Should the act lapse, say, a year from now, the President would
then have no power to alter any duty up or down, although the agree-
ments would remain in effect for the term specified in the language
thereof.

If the administration of the act becomes more time-consuming, then
modifications may be more difficult to arrange, and this might cause
one party or the other to decide to terminate the agreement entirely.
It is not only a question of our possibly terminating agreements if
we feel the agreements are not operating advantageously; the other
party might want to do that, and it might want to do it for the pur-
pose of getting loose from it because of liberal trade relations and
tying up with some other theory that they like, some other philosophy
of trade: statism.

76984-48- 14
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The CHAIRMAN. They do whatever they think serves their best in-
terests. They may be wrong in there as to what serves their best
interests.

Mr. PATCHIN. But if there is some advantage in the agreement it-
self and they feel that it is going to be our permanent policy, they will
not particularly wish to disengage themselves from the United States.

The CIHIRnAN. There isn't anything in the world as empty as an
international agreement that does not rest on mutual benefit and profit.

Mr. PATCHN. That is perfectly true.
The CHAIRMAN. You cannot maintain one very long that doesn't

rest on that basis. Is that not correct?
Mr. PATCHIN. I think that is right. I know it is right.
The CHAIRMAN. Of course it is right.
Mr. PATCHIN. The rest of the world will become sceptical about the

chances of American ratification of almost any treaty. Of course, the
trade agreements are not treaties, but they are frequently spoken of
as such and any suggested agreement would have then to run the
gauntlet not only of the Tariff Commission but possibly of congres-
sional veto in case the President chose not to obey the Tariff Com-
mission's mandate, and would chill the confidence of the other
countries that the agreements would ultimately be approved by the
United States.

The CHAIRMAN. These countries show great confidence in us when
we have appropriation bills here that benefit them. I wonder what
scares them so if they should decide to repeal the reciprocal-trade
agreements.

Mr. PATCHIN. I think thoughtful persons abroad as well as at home
know that financial aid cannot go on indefinitely. Therefore, the
need for as liberal trade 'relations as are consistent with our general
interest will become more important when the money runs out than
now. That is the reason I think there is concern about it.

As to the extension for only 1 year, it seems to me the big question
here is whether the Congress shall decide that it wants to go along,
it wants to continue reciprocal-trade-agreement methods, or whether
a 1-year extension might only leave the way open for another struggle
for renewal a year hence.

The CHAIRMAN. If you have a 1-year extension, of course the whole
subject would be reviewed next year.

Mr. PATCHIN. It would come up anew.
The CHAIRMAN. And it would be reviewed in a year that will not be

affected by presidential politics.
Mr. PATCHIN. Yes. I should think that whoever will be President

then would like to have these powers.
The CHAIRMAN. There is no suggestion that I know of-that would

not be correct. There certainly is no substantial sentiment in Con-
gress evidenced so far that would indicate abandonment of the re-
ciprocal-trade system.

Mr. PATCHIN. I am very glad to hear that, and I noticed in the
House debate-I suppose it is in order for me to refer to the other
body-that a number of persons declared their belief in the system
who had also voted against the extension of the act before.

The CHAIRMAN. I find myself in that category.
Mr. PATCHIN. Really?
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The CHAIRMAN. I voted against the extension. I shall vote for the
extension if it is properly circumscribed so as to reduce somewhat the
completely uncontrolled discretion that the President has in the
operation of the system.

Mr. PATCHIN. I don't know how much importance is to be ascribed
to the bill introduced in both Houses, I think by request. I believe
it was mentioned here yesterday when I was not here. I refer to a
bill to convert the Tariff Commission into a foreign-trade authority
and power and directive to terminate all agreements at the earliest
possible moment permitted by their terms, the foreign-trade authority
thereafter to readjust duties and submit its findings to Congress for
a possible 90-day veto.

The CHAIRMAN. There is such an opinion, and there are some pretty
good men who believe that that ought to be done. I am talking about
what the present situation is.

Mr. PATCHIN. The American Tariff League-
The CHAIRMAN. You cannot make a mystic out of the reciprocal-

trade system. It is something that has to justify itself as it goes
along, as something that deserves scrutiny. It cannot be accepted as
one of these things which demands and must receive blind idolatry.
These peope who have different ideas on the subject under our process
are entitled to be heard, but taking our immediate problem, it is one
of the extension and as I pointed out in this hearing before, the Senate
Department itself seemed to be hesitant as to whether to ask for an
extension this year.

So the State Department itself, below the Secretary level, does not
seem to feel there is any great peril involved in rushing into this
thing.Mr. PATCHIN. I have been interested in reciprocity from away back
when President Taft tried to engineer reciprocity pacts with Canada.

The CHAIRMAN. It is good Republican doctrine.
Mr. PATCHIN. The Canadian Prime Minister went to the country

on the issue, however, and he was beaten. It never came to anything.
I would not ever, if I had any influence on the tactics to be pursued,

think of letting any law that was on the books lapse if I thought it was
a good thing.

The CHAIRMAN. President Truman found that out when he let OPA
lapse with a veto a year or so ago.

Mr. PATCHIN. I believe the examination to which you believe this
should be subjected should extend not only to the immediate effect on
trade, but to all the aspects of the influence of the trade agreements on
the general spirit of world trade so it may become more open. I
don't mean free trade. I mean freer trade, possibly, and not to be
lost and tempt other nations and see the world drift into the formation
of economic blocks.

I think that would set us far, very far back with the trade agree-
ments themselves.

I believe the trade agreements themselves, if vigorously adminis-
tered, can be made extremely useful in promoting our own trade.

The CHAIRMAN. You know that we are promoting an economic trade
block in Western Europe?

Mr. PATCHIN. Yes; that is a customs union there. That group
which would incorporate a certain number of small states, geographi-
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cally equal to only a small area in the United States, would treat
everybody on the outside on the same basis in return for equivalent
fair treatment.

As to what agreements are likely, I believe a big job ahead will come
in possible readjustments of the existing agreements, and that that
is the reason why the Tariff Commission should not set up the limi-
tations on the President's authority, which would be made if he chose
to ignore them, the subject of possible congressional veto.

The CHAIRMAN. He has no more infallibility in making a readjust-
ment than he has in making the original agreement.

Mr. PATCHIN. That is true.
The CHAIRMAN. The same considerations apply to both.
Mr. PATCHIN. If the function of the Tariff Commission were ad-

visory and you didn't have to run the risk of tariff veto, I don't see
any grave objection to it, and possibly drawing the Tariff Commis-
sion deeper into the negotiations so they would be better informed.

The CHAIRMAN. It is only advisory in effect under this bill. The
President can disregard its recommendations. Then he comes to
Congress for a review. The Congress votes it up or down. There
is no log-rolling in it.

Personally, I would be willing to drop out the congressional review
of this if there is some substance left to the role of the Tariff
Commission.

Mr. PATCHIN. There is a lot of delay involved. For instance,
suppose you want to make a tariff agreement during the recess of
Congress; you must wait until Congress meets before it can be sub-
mitted, and then, of course, 60 legislative days are likely to become
somewhat longer than 60 days for a fellow who has to meet a note.

Suppose you want to make an agreement, say, only a month or so
before a long recess of Congress, that is another element.

I thank you very much, Senator, for your consideration in being
back here. I don't know whether I have forgotten anything that I
thought to say. I believe in the policy, and I believe there is general
favor for it among businessmen. There is one thing I would like
to add, because I thought of it in response to Senator Martin's question
as to what consideration was given the small fellow.

Direct exporting by a very small business is a rather difficult thing,
but they can share in export through export merchants. If there is
a large and healthy export trade, many small businesses are suppliers
to manufacturers of articles which are exported, and they are those
that will again benefit in that way.

The CHAIRMAN. That point must be gone into very carefully. The
impact of what you do on the high cost producers, the fringe busi-
nesses, if you please, because if you take them out of business you
necessarily achieve a very heavy concentration of your economy into
the hands of a few large industries.

Most of our economy in this country is supported by small business.
We often forget that.

Mr. PATCHIN. Yes. I think the language of the House bill does
make the Tariff Commission heed the fear, because it says threat of
any producer. That might mean two producers. They might be
persons who had become producers under the spur of war demand
at very high cost, indeed, and they might well fear a reduction of
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duty and might well plead for a very great increase in the duty so
that they could stay in.

It certainly is to be hoped that any such narrow language as it
seems to me is in the House bill could be liberalized, if it is necessary
to continue it.

Thank you very much, Senator.
The CHAIRMAN. Thank you very much for coming. We are glad

to have you here.
(The following was submitted for the record by Mr. Patchin:)

[From the Washington Post, May 19, 1948]

RECIPROCAL TRADE ACT

A COMMUNICATION

Aside from its relation to our bipartisan foreign policy and ERP, may I cite
some reasons why Congress should not permit the Reciprocal Trade Agreements
Act to be crippled by amendments such as have been proposed by the Ways and
Means Committee, with the minority dissenting, but should be extended for 2 or 3
years. Among these reasons are:

(1) The act (RTA) is the only medium yet here devised by legislation for
selective adjustment of tariff duties through which, at the same time, the United
States obtains reciprocal concessions in foreign tariffs.

(2) If it lapses, existing agreements, some 40 in number, will remain in effect
for their prescribed terms. But the President will no longer have authority to
make, in order to meet possibly changed conditions, adjustment of duties, up or
down. With the act in effect, such changes in existing agreements can be nego-
tiated within prescribed limits. The agreements contain escape clauses which
can be availed of in the case of excessive importation or frustration of our benefits
by action of other governments. But the lapsing of the right of the President to
adjust rates after negotiation would rob the whole trade agreement structure of
the flexibility which is one of its qualifications and which will be needed as world
trade returns to normal.

Amendments limiting the President's negotiating authority or subjecting it to
the possibility of congressional veto would complicate, delay, and place in jeopardy
new agreements or changes in old.

It is likely that other countries as well as the United States may desire adjust-
ments which would make modification desirable but this will be impossible or
made extremely difficult if the act lapses. Either would be accepted as a fore-
warning of disintegration and eventual termination of all agreements.

3. The lapsing of the act would be notice to the world that the United States is
changing its tariff policy. But no alternative policy has yet been formulated.
The American tariff today is the act of 1930 (flawley-Smoot) as modified by
the trade agreements in force and by application of the most-favored-nation
principle of extending the agreement concessions to all nations which grant us
similar favorable treatment in return.

4. Is the country or the Congress prepared to revert to readjustment of the
tariff only by general tariff revision, by Congress, at infrequent intervals? For
many decades it has been found practically impossible to legislate on the tariff
selectively, i. e., without an entire overhauling. The risk of precipitating a
general revision has been too great to risk. The business and political unsettle-
ments brought or aggravated by some general revisions are well remembered.

The tariff of 1930 provides for adjustment on a basis of comparative foreign
and American cost; but this did not work in the early thirties when last essayed.
Could it work in the present unsettled era of unstable currencies, trade controls,
etc.? That the tariff-making power resides in Congress is a constitutional fact.
In the RTA Congress delegated, within prescribed limits, its tariff-making power
to the Executive, just as it had delegated its powers in other fields such as
interstate commerce, public health, etc. Such delegation has been found almost
imperative where flexibility of administration is desirable. Congress has always
been able to take back its tariff-making power because it was never delegated for
more than 3 years. But it chose to extend the act four times.
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Our trade with countries with which we had agreements grew more rapidly
than where there were none before the war. The policy'evolved by Cordell Hull
was the first check to the competitive tariff raising that started in the twenties.
It was a factor in knitting closer relations with Latin America and expanding
trade with the sister Republics.

During, the war they had little effect for the United States was the only great
supplier. The world bought goods wherever obtainable. As more normal condi-
tions are restored the agreements will be tested. It is improbable that all will
wholly satisfy. This signifies that the present is a dangerous time to strip the
President of authority by negotiation with friendly countries, with whom we are
cooperating in so many other ways, to adjust tariff relations in a way that will
speed the recovery of world trade.

Extension of the act unchanged for 2 or 3 years will keep the tariff out of the
campaign at least as a major issue. If short-comings and defects are developed
they can be corrected without scrapping the whole reciprocity idea. Both parties
have sanctioned the principle in the past. Moreover such an extension would
probably effectively work against any premature demand for another general
tariff revision.

Nobody favors the wholesale sweeping away of the tariff or laying American
industry open to an inundation of foreign goods. The act and the agreements
are proof against this. But the United States does need and can safely absorb
more foreign goods. They are needed for our life and industry, to supplement
our own waning national resources in a number of strategic lines, to better bal-
ance our chronic excess of exports and to recoup some of the vast amount being
advanced to other nations to aid their recovery.

The RTA and the agreements have been so much discussed in terms of obtain-
ing concessions from others that their defensive character has escaped due atten-
tion. However, they can be so administered as to check discrimination against
American commerce. The whole spirit of the act and the agreements is that of
nondiscriminatory multilateral foreign trade.

While some restrictions are being tolerated on the part of other countries in
the interest of the recovery effort, these may well become irksome and extremely
unfair. About 20 of the agreements now in effect are subject to termination on
6 months' notice by either party; all are terminable in the event of unduly
prejudicial results. It is unlikely that any important country would like to be
without one of these agreements in case the United States should suggest its
termination unless discriminatory practices were terminated.

Of course no act is sacrosanct. The big question is whether the RTA is to
remain a reciprocity act in principle or be frustrated.

The amendment proposing extension for only I year instead of 2 or 3 as hitherto
would keep it under a sword of Damocles and precipitate another renewal
struggle next year. The proposed amendment detaching the tariff commission
from negotiation but empowering it to set limits on the tariff adjusting power
already delegated by Congress to the President, is a far-reaching change. This,
with the proposed requirement that any agreement must run the gantlet of a
congressional veto within 60 days if the President does not conform to the tariff
commission "metes and bounds," is a form of double jeopardy.

So little time remains before June 12 that failure to extend the act for a greater
period than 1 year and binding it with crippling amendments would be a shock to
the world and accepted as a blazing signal of isolation.

ROBERT H. PATOHIN,
Vice President, W. R. Grace & Co., New York.

[From the Grace Log, New York, N. Y., May-June 1948]

THE PROGRESS OF RECIPROCAL TRADE, BY HARRY C. HAWKINS, PROFESSOR OF INTER-
NATIONAL EcONOMIc RELATIONS, FLETCHER SCHOOL OF LAW AND DIPLOMACY
(ADMINISTERED BY TUFTS COLLEGE WITH THE COOPERATION OF HARVARD UNI-

VERRITY). MR. HAWKINS WAS WITH THE STATE DEPARTMENT FROM 1924 TO 1948.
MOST RECENTLY HE HAS BEEN CHIEF OF TiE DIvISIONS OF TRADE AoREEMENTS,
COMMERCIAL POLICY, AND ECONOMIC COUNSELOR OF THE AMERICAN EMBASSY IN
IN LONDON

The United States embarked upon a comprehensive program of negotiations for
the reduction of barriers to international trade with the enactment of the Trade
Agreements Act in 1934. This program was carried forward under difficult con-
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ditions. The world was just emerging from the depression, another war was
brewing, the tide of trade restrictionism which set in after the First World War
had reached a flood stage. Nevertheless, under the inspiration and persistent
leadership of the then Secretary of State, Cordell Hull, some 30 agreements were
concluded, reducing or binding our own tariffs in return for similar action by other
countries.

AIMS OF TRADE POLICY

The general objective, of course, was to reduce trade barriers throughout the
world and qo to promote a larger flow of international trade. There were several
secific objectives which would contribute greatly to the accomplishments of this
general purpose.

One of these objectives was to eliminate quantitative restrictions, or quotas.
The United States sought the elimination of quotas because they constituted a
drastic form of government interference with, and regimentation of, private
trade. They almost invariably resulted in discrimination to the detriment
of one or another of the competing sources of supply. Until the recent important
negotiations at Geneva the United States was not in a position to get other parties
to negotiations to agree that quotas for protective purposes should be outlawed
in principle. But we did succeed, in most agreements, in prohibiting the use
of such restrictions on products listed in tariff schedules.

STIMULATIONS OF TRADE NEGOTIATIONS AMONG OTHER COUNTRIES

Another important objective was the broadening of the front of attack on trade
barriers by inducing other countries to adopt comprehensive programs of negotia-
tions similar to ours.

In our negotiations with any foreign country we ordinarily were not able to
bring about a reduction of trade barriers on products which the country concerned
normally imported in larger quantities from some other nation, rather than from
us. Nevertheless, we had a substantial interest in the trade in a great many
such products.

To illustrate: We were interested in the export of wheat but Canada may
supply more wheat than we do to country A with which we are negotiating. We
would like to have country A reduce its duty on wheat since we, as well as Canada
and other suppliers, would benefit from the enlargement of the market. Country
A may, however, be bound by the most-favored-nation clause or by considerations
of policy to give to Canada unconditionally the benefit of all concessions made
to us, without getting from Canada specific concessions in return. In such cir-
cumstances there would be a tendency on the part of country A to reserve any
concession on wheat against the possibility of eventual negotiations with Canada.
Because of this, the United States might not be able to negotiate a concession.
If and when A negotiated with Canada we would benefit; such negotiations, how-
ever, might never be started. For these reasons, the United States would like
to see negotiations between country A and Canada, and between other foreign
countries, actually undertaken and consummated.

While our position as a supplier of products which ordinarily would be dealt
with in agreements between foreign countries, rather than between foreign coun-
tries, and ourselves, is frequently a secondary one, our trade in such products
(which would benefit under the most-favored-nation principle) is in the aggregate,
substantial.

Of even grater importance than this consideration is the fact that a rising
volume of trade between foreign countries, resulting from the reciprocal reduc-
tion of barriers to trade, promotes better living standards throughout the world
and increased buying power for United States goods of all kinds.

Our only means of causing foreign countries to adopt comprehensive programs
of negotiation with each other was normal suasion. Secretary Hull constantly
preached the need for a worldwide attack on the trade-barrier problem. But
the times were not favorable to the immediate and wide acceptance of such ideas.
However, in United States official circles they did take firm root and were later
to bear fruit. The ideas continued to be the objective of those responsible for
the administration of the Trade Agreements Act after Secretary Hull had left
Government service.

THE GENEVA AGREEMENT ON TARIFFS AND TRADE

The General Agreement on Tariffs and Trade was concluded at Geneva on
October 30, 1947, some 13 years after the adoption of our policy of reciprocal
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trade. This agreement is a long step forward in carrying out that policy. It is,
the result of the most ambitious set of negotiations of its kind ever undertaken.
The Geneva Agreement, which is based on the same general principles as the
bilaterial trade agreements previously concluded by the United States was
negotiated by 3 countries. There are 20 schedules of products on which tariffs
were reduced or bound, one for each of the parties, and general provisions of a
highly important character. The 23 countries had only 20 schedules because
Belgium, Luxemburg, and the Netherlands, having formed a customs union, had
a schedule in common. The same is true of Syria and Lebanon, which are parties
to a customs union.

The importance of the agreement arises largely from the fact that the parties
to it include most of the important commercial nations of the world. The par-
ticipating countries are Australia, Belgium-Luxemburg-Netherlands Customs
Union, Brazil, Burma, Canada, Ceylon, Chile, China, Cuba, Czechoslovakia, France,
India, New Zealand, Norway, Pakistan, Southern Rhodesia, Syro-Lebanese Cus-
toms Union, Union of South Africa, the United Kingdom, and the United States.
These countries account for the major part of "all world trade. The products
affected by the tariff concessions represent approximately half of the prewar inter-
national trade of the entire world.

The Geneva Agreement was put into effect on January 1 of this year by the
United States, the United Kingdom, Canada, Australia, France, Belgium, Luxem-
burg, the Netherlands, and Cuba. The other participating countries are expected
to make the agreement effective at an early date. Earlier bilateral trade agree-
ments of the United States which were made with parties to the General Agree-
ment are suspended as soon as the country concerned makes the agreement
effective. The Geneva Agreement on tariff and trade, like earlier bilateral agree-
ments, contains a provision whereby a concession may be withdrawn in the event
of undue prejudice to any industry or the commerce of either party.

The General Agreement on Tariffs and Trade goes a long way toward accom-
plishing our policy objectives of the thirties. Quantitative restrictions are out-
lawed by the Agreement, not only on products on which the parties have made
tariff concessions but generally. While there are certain significant exceptions
to the rule, the most important of which will be discussed briefly, this provision
alone constitutes a notable achievement and one from which the trade of the
United States and the world should be in due course derive great benefits.

At Geneva we also were able to broaden the field of action against trade barriers
on a substantial front. At that conference, the United States was able, of course,
to negotiate directly with the other 22 counries represented. The United States
delegation made it clear, however, that the purpose of the conference was not
only to afford participating countries an opportunity to negotiate with us; it was
made clear that we would have little interest in negotiating with them unless they
negotiated with each other. In due course, negotiations between some hundred
pairs of countries got under way. Each country consolidated the concessions
resulting from all of its negotiations into a single schedule of concessions appli-
cable to imports from all of the others.

LIMITATIONS ON THE EFFECTIVENESS OF THE GENEVA AGREEMENT

Important though this agreement is, too much should not be expected imme-
diately. Its value lies more in the future than in the present. The agreement is
designed to open up markets, but under present conditions nations generally are
more concerned with producing or obtaining needed goods than with problems of
finding markets for their production. Also, the benefits of the agreement will
be deferred, to a large extent, because of provisions permitting the use of certain
restrictions during the period of recovery from the disruption and dislocations
of war.

Under the agreement, a country whose foreign exchange earnings are insufficient
to cover its import needs and whose foreign exchange reserves are inadequate,
is permitted (in effect) to ration its available exchange so as to prevent it from
being squandered on non-essentials. The nation must use the limited exchange
only to buy needed foods, raw materials, and equipment. This means that until
the country in this situation can restore production and exports to an extent
that will enable its people to buy whatever they want from abroad, resrictions
will be imposed on the importation of many products.

Moreover, under conditions now existing (and likely to continue for several
years) it was impossible to provide in the General Agreement that trade restric-
tions retained or imposed for financial reasons would be applied in a nondiscrim-
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inatory manner. The agreement provides, however, that the rule of nondiscrim-
ination will be applied after a transition period.

It is to be expected that by the time supply generally has caught up with demand
and competition is again seriously felt, balance-of-payments difficulties will be
disappearing. The provisions for the elimination of quantitative restrictions
should, therefore, become widely effective at a time when this will be most im-
portant for United States trade.

Our belief in the system of private enterprise is reflected in our trade negotia-
tions pursuant to the policy laid down in the Trade Agreements Act of 1934. The
agreements negotiated leave the conduct of trade in private hands. In no case
do they involve commitments by the United States Government to buy or sell.
Nor are there commitments by our Government as to what kinds or qualities of
goods will be bought or sold by private traders. The Government merely reduces
or limits a duty or other trade barrier and leaves it entirely to private traders
to determine whether, and the extent, to which they will take advantage of the
opportunities for trade thus provided. The Government does not even know for
sure the extent to which traders will elect to take advantage of such opportunities.
It can only estimate what the trade results will be.

AGREEMENTS WITH GOVERNMENTS IN TRADING OPERATIONS

In trade agreements with countries whose governments are engaged in trading
operations our policy has been to offer nothing more than the benefit of cuts in
the United States tariff which make it easier for the government trader to deal
with private American traders. If the foreign government is engaged in im-
porting a product, we may ask for a commitment as to the quantity that will be
purchased. But our Government does not negotiate sales contracts for that
amount. The contracts will have to be made by the foreign government trader
with United States private traders on whatever terms (if any) our suppliers
choose to sell.

In brief, our trade policy is characterized by the fact that it involves not more
but less Government interference with business, and that as a result of the
agreements negotiated, the hand of the Government rests less heavily on private
trading operations.

EFFECT OF GENEVA AGREEMENT ON STATE TRADING

The Geneva Agreement does not prohibit state trading. Under present condi-
tions it would have been impossible to negotiate such an agreement with a number
of important countries. The aim of the agreement is to lay down rules covering
both private-trading systems and state-trading systems so that it is possible for
each country to adhere to the system it prefers. But the effect of the provisions
governing state-trading operations is to make it more difficult for state-trading
countries to limit importations in order to protect domestic production, or to
discriminate against particular supplying countries. Consequently the motive
and opportunity which a country might otherwise have for resorting to state
trading to escape the rules applicable to private-trading countries are materially
diminished.

The general agreement, and the policy of reciprocal trade to which it gives
effect, also affect the balance between the two rival systems in other ways. With
economies disrupted and crippled by war, a state of virtual emergency still exists
in many countries. In such emergencies there is always a tendency for govern-
ment management and control to increase. To the extent that the general agree-
ment and future enlargements of it open up world markets for the production of
all countries, emergency economic situations in due course will be relieved, and
state intervention, insofar as it springs from seeming necessity, will tend to
diminish.

Government intervention in economic affairs is also to an important degree the
result of a philosophy as to the way in which human affairs can best be managed-
a philosophy which differs radically from our own. To the extent that State
intervention is influenced by ideological considerations, the successful working
of a trade policy based upon the principle of free enterprise tends to weaken the
foundation of the other system. Our trade policy and particularly the General
Agreement on Tariffs and Trade afford tangible evidence that the philosophy
of less rather than more government interference with private competitive enter-
prise can be successfully applied in practice, that a policy of reducing tariffs and
easing other government restrictions on private competition will be made to work,
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that countries which adhere to the philosophy of private competition are prepared
to practice what they preach.

EVOLUTIONARY RATHER THAN REVOLUTIONARY PROGRESS

The progress of a public policy of the kind we are now pursuing is not to be
judged by the standard of quick results that can be applied to a private business.
International commercial policy affects not one business and one trade but all
business and all trade. It affects the economic life of nations-and this is highly
complex and relatively hard to mold.

'Ihe test of our commercial policy must be whether it aims in the right direction
and whether the progress along the course marked out is reasonably rapid. The
present commercial policy of the United States seems to meet this test. The
direction in which it aims seems right. It aims to expand international trade,
which is important to our own economic welfare as well as that of the rest of the
world. The means employed to this end demonstrate in practice, in a world where
a rival idea has been gaining ground, our faith in our philosophy of competitive
private enterprise. Our progress in carrying out our policy has been as rapid
as possibly could be e':pected. The negotiation of trade agreements which for
a decade persistently plodded along the course marked out by ('ordell Hull is now
capped by the Geneva Agreement which has carried us forward on that course
in a burst of progress.

The Geneva Agreement, however, is only a stage in the evolutionary progress
of reciprocal trade. The agreement, it is hoped, will be enlarged as other coun-
tries are drawn into it. The plan is that it will serve as a nucleus; its enlarge-
ment is the task to which those responsible should devote themselves.

The CHAIRMNAN. A number of statements and a telegram were sub-
mitted for the record. They will be inserted at this point.

(The statements and telegram referred to follow:)
Los ANGELES, CALIF.. June 2, 1948.

SENATOR EucENE D. MIILLIKIN,
Chairman, Finance Committee, United States Senate,

Washington, D. C.:
Respectfully request you inform Finance Committee of walnut industry's bitter

opposition to extension of present Reciprocal Trade Agreements Act, and our
hearty endorsement of H. R. 6556 passed by the House. Please include this
telegram in committee record. This association of 9,300 California growers
markets 75 percent of American walnut crop and begs the Senate to disregard
glittering generalities expounded by State Department bureaucracy and consider
realistically the inherent danger in giving President and State Department arbi-
trary power over economic life of such well-founded industries as ours. Then
see how this power has been abused by State Department in its wilful disregard
of facts and industry welfare. For example, American walnut industry operates
under Federal marketing order to regulate disposal of surpluses in excess of
domestic demand and has received Federal aid in form of benefit payments and
school-lunch purchases; yet despite these facts and Department of Agriculture
advice, the duty on shelled walnuts was cut from 15 to 71/2 cents per pound at
Geneva. We do not oppose sound tariff adjustment by experts guided by proper
standards and safeguards, but we do protest such utterly ridiculous proceedings
as these under present act. That is why we plead that you brush aside theory,
get down to cases, and put an end to maladministration of a dangerous law by
passing H. R. 6556 and devoting year ahead to thorough study and overhauling
of tariff policy.

CALIFORNIA WALNUT GROWERS ASSOCIATION,
W. C. TESCHE, Sec-etary.

STATEMENT IN SUPPORT OF RENEWAL OF TRADE AGREEMENTS ACT OF THE CHAMBER
or COMMERCE OF PITTSBURGH

The Chamber of Commerce of Pittsburgh comprises in its membership manu-
facturers, merchants, exporters, and importers; rail, sea, and air transportation
interests; bankers, insurance underwriters, and others concerned in the promotion
and expansion of the Nation's foreign and domestic commerce. In 1926 the
chamber board of directors recognized the need for and established its present
World Trade Council, the sole duty of which is to promote an interest in inter-
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national trade and to serve as an advisory group for those engaged in the inter-
national exchange of goods and services.

Recommendations by the legislative committee for the World Trade Council
to the chamber board of directors, resulted in this organization going on record
favoring a 3-year extension of the Reciprocal Trade Agreements Act as written.
We favor the principle of expanding world markets through reciprocal reductions
in trade barriers achieved under the Trade Agreements Act of 1934 and the
subsequent amendments which have been of great benefit to the economy of this
country.

Such statistical and other evidence as is available indicates that the trade
agreements were a definite influence in increasing both the export and import
trade of this Nation. United States foreign trade statistics show that exports
from the United States to trade-agreement countries increased from 1934-35 to
1933-39 by 62.8 percent as compared with 31.7 percent for nonagreement countries,
while imports during the same period from trade-agreement countries increased
by 21.6 percent as against 12.5 percent for nonagreement countries. The increase
of both exports to and imports from the trade-agreement countries was approxi-
mately double that for nonagreement countries.

The dire need of many foreign countries for United States economic assistance
is being met in considerable part by the foreign-aids program recently adopted by
this country. These countries depend primarily on the exports of their own
goods and services to provide them with the necessary exchange with which to
buy needed capital goods, raw materials, and foodstuffs from abroad. Their
ability to export the volume of goods and services necessary to enable them to
meet their requirements from abroad will to a large extent depend upon whether
tariff rates and other trade barriers can be reduced to the level which will permit
the required volume of exports. The amount of economic assistance which the
United States will have to furnish to countries participating in the aid programs
of this country will in turn depend upon the extent to which such countries can
meet their own requirements for foreign products by increasing their sales abroad.
It is, therefore, vitally important to the United States that its reciprocal-trade
program be vigorously applied so as to help reduce the barriers to the expanding
volume of exports which the economics of the aid-receiving countries so urgently
require.

Such expansion in the exports of the aid-receiving countries is also necessary
if these countries are to repay the United States for the loans and credits which
It has extended to them in the past and contemplates extending to them under
the aid programs. In order to make sure that it will be able to Leep to a minimum
the aid which it will have to provide in the form of grants and to obtain payment
for that which is supplied in the form of loans and credits, the United States
should reduce its own tariff rates to the minimum required for protection of
efficient American producers.

After the present transition period during which countries participating in
these agreements and in the foreign-aid programs of the United States are helped
back to a condition of economic health, foreign demand for the excess production
of the United States, particularly its capital goods, may be expected to decline.
When that time arrives, the United States will have need for every device which
may be useful in enabling this country to hold and enlarge its foreign markets.
The reciprocal-trade agreements should then be very useful in helping the United
States not only to retain as much as possible of its foreign markets for capital
goods but to develop and expand outlets abroad for other American products,
both of industry and agriculture.

The Chamber of Commerce of Pittsburgh, therefore, strongly urges the renewal
of the Trade Agreements Act substantially in its present form for a further period
of 3 years. sRespect fully subm itted. J .B A E3. K. B. HARE,

President, The Chamber of Commerce of Pittsburgh.

STATEMENT ON RECIPROCAL TRADE AGREEMENTS BY THE COUNCIL FOR SOCIAL ACTION,
CONGREGATIONAL CHRISTIAN CHURCHES, SUBMITTED BY THOMAS B. KEEHN,
LEGISLATIVE SECRETARY, WASHINGTON 6, D. C.

The Council for Social Action of the Congregational Christian Chruches wishes
to express its deep concern for the renewal of the Reciprocal Trade Agreements
Act which expires on June 12, 1948.
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The General Council of our denomination has requested us to work for "inter-
national economic and trade relationships which will further world commerce
and reduce barriers to the exchange of goods." This position reflects the con-
viction of our people that American interests and resources must be related to the
common needs and interests of mankind.

As we give our hearty endorsement to the principle of reciprocal trade agree-
ments, we note how urgent is the renewal of such legislation at this time. The
Economic Cooperation Act, which was passed by Congress in March, requires of
the participating European nations that they cooperate among themselves and
with the United States "to reduce barriers to trade among themselves and with
other countries." We, therefore, do not see how our Congress can with consist-
ency repudiate the policy and the spirit of the European Recovery Program by
failing to renew the Reciprocal Trade Act. We also believe it will be futile for
the United States to attempt to convince the Latin American countries of the
need for liberalizing the international exchange of goods and capital unless we,
ourselves, are willing to encourage imports on a nondiscriminatory basis.

We earnestly hope, therefore, that the Senate Finance Committee will promptly
approve H. J. Res. 334, which extends the Reciprocal Trade Agreements Act for
3 years from June 12, 1948.

STATEMENT ADVOCATING RENEWAL OF THE RECIPROCAL TRADE AGREEMENTS ACT
By H. J. HEINZ II, PRESIDENT, H. J. HEINZ Co., AND CHAIRMAN, UNITED STATES
ASSOCIATES OF THE INTERNATIONAL CHAMBER OF COMMERCE

Mr. Chairman and gentlemen, despite the fact that we are met today in closed
hearings, your recommendations in regard to the renewal of the reciprocal trade
agreements will make front-page news wherever people read. Interest in your
work is at least as great in Moscow, London, Paris, and Chungking as it is in
Washington.

I head a company which operates plants on three continents and does business
in almost every country in the world. In the past 3 years, that business has
taken me to Canada, England, the European Continent, South Africa, and Aus-
tralia. I think I have had perhaps a better than average opportunity to form
an opinion of our commercial relations with the rest of the world.

To my mind, tli- economic and the political stability of the world will rest to
a large extent for some years on a delicately balanced tripod. At present, the
legs of that tripod are the International Bank and Monetary Fund, the European
relief program, and the reciprocal trade agreements. If we eliminate or shorten
any of these legs, world political and economic stability may topple.

As a member of the Republican Party I am proud of the record of statesmanship
in international affairs which this Congress has made. I hope that record finally
will contain at least one more chapter of accomplishment before adjournment-
the renewal of the reciprocal trade agreements act.

I believe that the reciprocal trade program should be extended for at least 3
years for these reasons:

1. The ultimate success of the European recovery program depends on renewal.
2. Our prestige throughout the world depends on renewal.
3. Our efforts to contain communism will be aided by renewal.
4. Continuing domestic prosperity requires renewal.
1: The ultimate success of the European recovery program depends on re-

newal.-Only recently Congress thoroughly debated the merits of ERP. After
exhaustive study you agreed that the economic rehabilitation of Europe is neces-
sary for world peace and world trade. Passage of the Foreign Assistance Act
of 1948 is ample evidence of Congress' and this country's conviction that revived
trade is essential to the welfare and best interests of the United States.

Congress insisted on certain quid pro quos. Europe must help herself. To
receive aid during the full life of ERP, it was understood that the recipient coun-
tries would step up their production goals to an extent that rivaled our own efforts
under the stimulus of war. You required as one of the conditions that the recip-
ient nations "cooperate with other participating countries in facilitating and stim-
ulating an increasing interchange of goods and services among participating
countries and with other countries as well." You also demanded that these coun-
tries "cooperate to reduce barriers to trade among themselves and with other
countries." We must remember the United States is a participating country.
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If we attempt to emasculate or fail to renew the Trade Agreements Act, can we
demand a wholehearted effort by other countries? To do either would be to
retard seriously the development of trade and would indicate at the very least a
real reluctance on the part of the United States to do the same things which we
tell others that they must do. If we expect them to rebuild their economies, we
must provide opportunity for them to sell goods and services abroad.

2. Our prestige throughout the world depends on renewal.-In the Orient, men
and nations are concerned about "face." Our faces are going to be very red, our
world prestige is going to fade, if we in this period of world economic crisis appear
to sanction any retreat to economic isolationism. Even the slightest retreat will
be interpreted in some quarters as a major rout.

If we could choose to let our prestige wane and at the same time choose to abdi-
cate our position of world leadership, we might permit the reciprocal trade pro-
gram to lapse. However, we have no such choice. We cannot abdicate.

In 1945, our Government issued the proposals for expansion of world trade and
employment. Out of this grew the London, Geneva, and Habana conferences.
Wherever I have gone abroad businessmen have greeted these moves of ours plus
our support of reciprocal trade agreements as evidence that the United States is
going to assume its full responsibility of world economic leadership.

In the years between two world wars, commodity agreements, cartels, bilateral
agreements, and blocked currencies helped to divide the world into groups of
economically warring nations. However, during the past few years progress has
been made by many nations towards reducing and eliminating such artificial obsta-
cles to world trade. But most nations are still a bit uneasy. Any material
change in the Reciprocal Trade Act as it now stands would be viewed correctly by
the whole world as evidence of inconsistency and vacillation on our part at a time
when the constancy of American purpose is the hope of the entire world-at least
that part of the world which is allowed to hope.

3. Our effort to contain comnmunism will be aided by renewa.-If I were to list
the major objectives of world communism, I would put high on that list the forced
withdrawal of the United States from world trade. Recent economic history indi-
cates that when foreign trade is at high levels the trading nations enjoy greater
economic stability.

World markets need American goods and this demand helps to maintain our
production and will increase their productivity unless-

(a) Our prices rise to a point where purchases cannot be made, or-
(b) We do not permit our customers to create dollar exchange with which

to purchase our goods.
Communism does not flourish nor does it have much of a popular appeal when

economic conditions are prosperous and stable. Even if we wanted to-and we
don't-the United States could never attempt to be the lone rich nation in an
international slum.

4. Continuing domestic prosperity requires renewal.-We must recognize that
we have not had a truly sound world trade since before World War I. In the
twenties our foreign trade was financed by loans which were never repaid. In
the thirties our trade was financed by the import of gold which we promptly
buried. This reduced the gold reserve of our customers and contributed materially
to their economic instability. In the forties our foreign trade has been primarily
financed by Government subsidies much of which will never be repaid.

Obviously none of these three methods of financing has provided a healthy,
dynamic world trade. Extension of reciprocal trade agreements will assist in
correcting trade imbalance.

Our present prosperity is synthetic unless our present export business is replaced
by exports which are paid for in dollars which other nations get by selling to us.
We have half the world's productive capacity and we are going to need foreign
markets if we are to keep that productive capacity at work.

Full employment is now rated at about 60 million jobs and 600,000 new people
are coming into the labor market each year. If they are going to have jobs, we
must export. Our foreign trade accounts for somewhere between 5 and 10 million
jobs and that can be the difference between good and bad times. If we need to
export to prosper, so do other nations, and renewal of the Trade Agreements Act
is an assurance that the United States will not exclude their goods.

Currently the importation of goods which reciprocal trade encourages is
anti-inflationary, because It increases the total supply of available commodities.
It increases business in tho distributive trades; it lowers the cost of many manu-
factured items by providing scarce but essential components.



216 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

In the food industry many products would not even be processed were it not for
imported materials. Many people forget that before the war the United States
was the largest net importer of food in the world.

The principal question is not what we export-for seemingly there is no present
limit to the demand for American-made goods-but what we will import
We cannot limit our imports to those commodities which cannot be produced
in this country but must import larger volumes of goods which will compete
with American-made products. This need not be disastrous as some might
allege.

Skilled Americam workmen, competent management, adequate financing, and
modern American equipment will permit our producers to compete with foreign
imports. There is ample evidence that the American per unit cost compares
favorably with unit cost of foreign producers despite the disparity between wage
rates.

In recommending renewal of reciprocal trade agreements for 3 years, I do not
wish to indicate in any way that Congress should lose any of its rightful control
over this country's destiny. It should have the power to review the law at the
end of 3 years. The determination of our trade policy remains with Congress.
The existing machinery for hearing, reviewing, recommending, and bargaining,
plus the escape clause, is in my opinion adequate to execute such policy.

Any shorter period than 3 years would indicate an uncertainty in the United
States policy which would discourage other nations in planning their trade pol-
icies. Negotiation of trade agreements is a lengthy process. As a practical
measure, it would be extremely difficult to either negotiate new agreements or
renegotiate old agreements if the present reciprocal trade program is extended
for a period shorter than 3 years.

REPORT ON EXTENSION OF THE RECIPROCAL TRADE AGREEMENTS ACT BY THE
COMMITTEE ON COMMERCIAL POLICY UNITED STATES ASSOCIATES

WHITE & CASE

New York 5, N. Y., April 6, 1948.
Mr. H. J. HEINZ II,

Chairman, United States Associates,
New York 22, N. Y.

DEAR MR. HEINZ: There is transmitted herewith a report prepared by the Com-
mittee on Commercial Policy upon "The extension of the Reciprocal Trade Agree-
ments Act"

The report discloses the members of the Committee who participated in its
consideration.

The Committee feels strongly that the Reciprocal Trade Agreements Act, here-
tofore approved by this organization, should be extended for a period of not less
than 3 years.

The proper fulfillment of the foreign economic policy of this country requires
that it give wholehearted support to this extension. The enactment of the
European recovery i' ,gram law lends emphasis to the need for such action.

Respectfully submitted.
Yours sincerely,

JOSEPH M. HARTFIELD,
Chairman, Committee on Commercial Policy United States Associates.

COMMITTEE ON COMMERCIAL POLICY

Chairman: Col. Joseph M. Hartfield, White and Case, 14 Wall Street, New
York, N. Y.

Members: John Abbink, President, McGraw-Hill International Corp., New York,
N. Y.; W. Rogers Herod, president, International General Electric Co., Inc., New
York, N. Y.; Kenneth Parker, president, Parker Pen Co., Xanesville, Wis.; William
M. Robbins, vice president, General Foods Corp., New York, N. Y. ; Murray Shields,
vice president, Bank of the Manhattan Co., New York, N. Y.; Theodore Smith,
Motion Pictures Association of America, New York, N. Y.; Christian H. Sonne,
president, Amsinck, Sonne & Co., New York, N. Y.; Alan Valentine, president,
University of Rochester, Rochester, N. Y.; W. H. Wheeler, Jr., president, Piney-
Bowes, Inc., Stampford, Conn.

Rapporteur: Dr. Richard G. Gettell, Assistant to publisher, Fortune Magazine,
New York, N. Y.
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SUMMARY OF REPORT OF COMMITrTEE ON COMMER CIAL POLICY

Complementary elements of the foreign economic policy of the United States are
the European recovery program, the establishment of an International Trade Or-
ganization and the reciprocal trade agreements program. Each strengthens and
reinforces the other.

In this report the United States Associates urge the extension of the Reciprocal
Trade Agreements Act for a period of not less than 3 years. Such an extension-

1. Will facilitate the eventual flow of payments for United States exports which
under the European recovery program this nation is obliged temporarily to
finance.

2. Will further demonstrate the good faith of the United States in its proposals
for the reduction of trade barriers through the instrumentality of the Interna-
tional Trade Organization.

3. Will enable the United States to continue to press for fuller and freer inter-
national trade by negotiating mutual concessions with other friendly nations that
are willing to reciprocate.

Extension of the Reciprocal Trade Agreements Act

The United States Associates urge the extension of the Reciprocal Trade Agree-
ments Act for a period of not less than 3 years. We consider this essential to the
proper fulfillment of our foreign economic policy.

The latest reports of this committee have dealt with the progress of the negotia-
tions toward the formation of an International Trade Organization of the United
Nations (ITO), with particular emphasis on the commercial policy provisions of
the Charter. Our broader aim, of course, has been to favor and foster all such
programs and policies as would operate in the direction of freeing and enlarging
the volume of world trade. Until recently, however, the proposed ITO has been
the most immediate vehicle for the attainment of this end, and as such has
demanded our specific attention.

Events in the months just past and directly ahead require that we extend the
scope of our activity. We must consider three developments, each of which has
an important bearing on the attainment of our central purpose.

(A) The unfolding and implemetation of the European recovery program'
(ERP).

(B) The continued negotiations for the establishment of an International
Trade Organization (ITO).

(C) The forthcoming expiration of the Reciprocal Trade Agreements Act of
1945 (RTA).

This report is addressed primarily to the third of these three developments.
But in stating our policy regarding the reciprocal trade agreements program,
we cannot disassociate it in our thinking from the larger issues involved in the
ERP and the ITO.

In the immediate future the problem of prime importance is the success of
the ERP. As a requisite to that success, the committee hopes that the coun-
tries of Europe will reduce trade barriers among themselves and the world.
The European recovery program legislation requires it. In view of the passage
of that legislation, the United States cannot properly ask for European adher-
ence to such a policy if it refuses to carry out that same policy through
failure to expand the Reciprocal Trade Agreements Act. Normal world trade
among free nations is an insubstantial dream until the European economies
are rebuilt and reasonable political stability is attained. Though the ERP
sets no pattern for international commerce, it is a prerequisite to the eventual
revival of sound world trade.

Of lesser significance until the purposes of the ERP have been accom-
plished, but of great ultimate importance, is the establishment of a workable
structure within which the nations of the world can freely and peacefully ex-
change their goods and services to the mutual advantage of all. Such a pattern
of international trade was envisaged in the original United States proposals
for the creation of an International Trade Organization.

As our earlier reports have indicated, we endorse the general principles
underlying these proposals, but have had serious misgivings as successive pre-

1 The policy of the United States Associates regarding the European recovery program
has been stated in Report on the European Recovery Program, prepared by the Committee
on Europe, United States Associates, March 16, 1948.
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liminary conferences have diluted and compromised their purposes. The final
judgment of the United States Associates as to the ITO Charter must be re-
served until the results of the Havana conference have been studied. In any
event our faith in the general principles towards which the ITO was originally
directed will remain unchanged. And we shall continue to support all measures
of our foreign policy which are designed for the expansion of mutually ad-
vantageous trade among nations.

Central to the foreign economic policy of the United States is the reciprocal
trade agreement program. Since the passage of the first Reciprocal Trade
Agreemefits Act in 1934, the Congress has continued to empower the President
to offer limited tariff concessions to other nations that would reciprocate.
Agreements made bilaterally were automatically extended to other countries
under the operation of a "most-favored-nation clause." Prior to 1945 such re-
ciprocal reductions of trade barriers were negotiated with twenty-nine other
nations. As extended in 1945, the Reciprocal Trade Agreements Act permitted
up to a second 50 percent reduction in our tariffs to be negotiated with coun-
tries willing to make equivalent concessions. It was under this extension,
and as a counterpart to the ITO negotiations, that the Interim Tariff Committee
at Geneva recently negotiated 106 separate bilateral trade agreements to reduce
the barriers to trade among the United States, the United Kingdom, Canada,
Australia, France, Belgium, the Netherlands, Luxembourg, Brazil, Chile, China,
Cuba, Czechoslovakia, India and Pakistan, the customs union of Lebanon and
Syria, New Zealand, Norway, and the Union of South Africa, Burma, Ceylon,
and Southern Rhodesia. Many of these agreements have been in effect since
January 1948. The remainder become effective after the participating countries
sign the necessary Protocol.

This is a significant achievement, particularly since it has been accomplished
at a time when most of the nations involved are necessarily more concerned
with their immediate problems of rehabilitation than with the longer range goals
of proper trade relationships in the more distant future. It offers real hope for
that future. It relieves some of the current pressures which aggravate the
immediate problem.

It ought to be unnecessary at this late date to dwell on the obvious advantages
of lowering the barriers to world trade--the increase in real incomes in all
nations which stems from freeing and extending the volume of trade among
them. It is axiomatic that when several nations exchange their goods and
services on mutually advantageous terms, the standard of living of each nation
is thereby raised. However it is particularly relevant to the immediate future
that, even though it may be temporarily necessary to finance much of the rest
of the world through the ERP, programs be developed which will relieve our
taxpayers from financing our exports indefinitely. In the long run the only
sound way for foreign nations to obtain dollars to buy our exports is from
the sale of their exports. Until Europe is rebuilt, our program to finance our
own exports represents a drain on our consumption.

The interests of business, labor, and the consumer cannot be separated on
this issue. American citizens, on balance, find themselves the beneficiaries of
the policy represented by the reciprocal trade agreements program-whether
they are exporters or importers and have a commercial interest in extending
the volume of trade; whether they are employees and wage earners in an economy
which can be expanded by an enlargement in the areas of trade; or whether
they are consumers who know they can live more richly, have a wider choice,
and buy more for their dollars in a free world economy.

If the major trading nations of the world subscribe to the ITO Charter,
it is clear that we must extend the reciprocal trade agreements program. Other-
wise we cannot join the ITO in good faith nor can we fulfill our responsibilities
under the Charter. The ITO Charter establishes machinery for the continued
negotiation among its members for the reciprocal lowering of trade barriers
to the mutual advantage of all, and obligates its members to put this machinery
to use.

On the other hand, if the ITO fails to come into being, if the domestic prob-
lems of other nations make it premature for them to enter wholeheartedly into
this international effort, then we feel that it is equally imperative for us to
continue our reciprocal trade agreements program. More than ever would the
United States have the responsibility, as the major economically solvent nation
of the world, to take the lead in promoting sound policies of international trade,
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and to express its readiness to make bilateral concessions to such other nations
as are prepared to reciprocate.

Accordingly we urge most strongly that when, ill the coming weeks, the
Reciprocal Trade Agreements Act approaches its expiration date it be renewed
as an integral part of the fabric of our economic policy.

In our judgment, extension of the act for a single year would be inadequate
and unwise. We recommend that it be extended for a period of not less than
three years. Only then would it facilitate long-range business planning and
establish the firmness of our intentions regarding the pattern of future trade
with the rest of the world.

BRIEF FOR EXTENSION OF UNMODIFIED RilprOCAl. TRAnE AGREEMENTS
BY PEOPLE's LoBrY iNC., BENJAMIN C. MAHSii, ExF tuI\E SECRETARY

The basic, but seldom expressed reason for opposition to the 3-year extension
of the reciprocal trade agreements, is that these agreements recognize faintly,
the fact America must use her prodigious and increasing capacity to produce, to
meet demands for higher living standards throughout the world, even without
immediate financial returns to America.

It is not an accident that simultaneously with the opposition to such exten-
sion, a vigorous campaign is being waged for vast armaments and air forces, and
a large army.

The proponents of the supreme waste of armaments know their program
is an alternative to dispensing some of our present and potential peace produc-
tion to peoples who cannot pay for it. The war-scare conditions the American
people to higher taxes more easily than an appeal to help the victims of a
plundered planet, and blinds them to the unadulterated folly of substituting
bullets for bread.

Trade cannot, in the futnre, be directed merely to maintaining maximum profits
for the owners of America's 48 corporations with assets of 1 to over 8 ilioll
dollars, and of the half of the Nation's farms which produce 85 percent or mtre
of total farm production.

Trade must be directed to the specific purpose of fostering world welfare,
including of course the welfare of America's producers and consumers.

Over 4 years ago, in January 1944, the United States Department of Agricul-
ture Committee on Postwar Policies slated that after the war farm production
in the United States must be directed by government with due regard for
probable exports and desirable imports. The same standard must be adapted
for all production here, for the alternative is major nations armed to the teeth
in an alarmed truce, and small nations constrained to determine in what alliance
there is least insecurity for them, a condition which must lead to general
conflict if not war.

Acceptance of America's role to help the world by producing for it, instead of
ruining it by an armaments race, has another threat to special privileges here.

It will compel the reduction of costs of production by getting a fair valuation
of corporations and other business enterprises, the reduction of inflated selling
prices ,f land-city arid farm-and adoption of more efficient methods of pro-
duction and distribution.

It involves much more government controls, including major price fixing arid
rationing, and also a large degree of public ownership of natural resources,
and other natural monopolies.

Our temporary buoom is largely due to the fact that millions of families are
spending part, or much of their war savings. The Federal Reserve Board has
just reported that although consumer income, as a whole, was about 10 percent
larger in 1947 than in 1946, large numbers of families in the $3,000 to $5,000
income class overspent income in 1947, while in 1946 this was largely confined
to those with incomes under $3,000.

About 3,000,000 more families or individuals completely cashed out their
holdings of savings bonds.

The export surplus fell to about one-half the rate in the last quarter of 1947,
in the first quarter of 1948, from a rate of 8.2 billion dollars to 4.2 billion dollars.

Congress can help the American economy and the American people, by stopping
inflation, not by interfering with the administration of reciprocal trade agree-
ments, nor by interfering with imperative world reconstruction, by threatening
the abroeation thereof, through imposing a 1-year limit thereon, anid adhninistrp-
tive handcuffs.

76984-48--15
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Not even greed fqr large campaign contributions, justifies Congress in rocking
the world boat by semiscuttling of the reciprocal trade agreements.

STATEMENT OF JOHN B. TREVOR, PRESIDENT, AMERICAN COALITION ON RECIPROCAL
TRADE AGREEMENTS SUBMITTED TO THE SENATE FINANCE COMMITTEE

Under the Reciprocal Trade Agreements Act of 1934, the President was given
the power to cut the tariff rates on imports, provided for in the Hawley-Smoot
Act of 1930, by art amount up to 50 percent. The Doughton bill sponsored by
the administration in 1945 enlarged this power by conferring upon the President
authorization to cut all tariff rates, effective on January 1, 1945, by an addi-
tional amount up to 50 percent, if, in his judgment, he deems such action
expedient.

The theory upon which the Reciprocal Trade Agreements Act is based is
wholly at variance with the policy which brought about the evolution of the
United States from a nation primarily devoted to the production of food stuffs
and raw materials into the greatest industrial nation of the world. That is to
say, it was a policy which has nade it possible for the United States to produce,
on an unprecedented scale, the guns, tanks, and other mechanical equipment
essential to the winning of the war. Conversely, the policy underlying the Re-
ciprocal Trade Agreements Act, if it had been pursued in the past to its logical
conclusion, would have left us helpless before the armed might of Germany and
Japan.

It should be, of course, obvious from current events that an era of Pternal
peace is a figment of the imagination. Therefore, any policy which fails tu
take into account the possibility that the United States may be involved in
another war is utterly indefensible. As a matter of fact the policy pursued by
the present Administration in loaning the taxpayers' money to foreign countries
for the development of industrial projects to compete with American industry
is likewise indefensible. It is even more indefensible when we take into ac-
count that we are now, through the Economic Recovery Program engaged in
paying for the deficiencies and inefficiencies of the socialist regimes of western
Europe, which are, and will be in the future, industrial competitors of free
enterprise in the United States.

FINANCING FOREIGN COMPLETION

Indeed, as a prelude to the ERP, the New Deal went so far as to promote the
development of a steel industry in Brazil, which must inevitably destroy the
market for American steel products on the whole continent of South America,
by reason of not only the cheap sources of supply for raw material, but also
because of the large supply of cheap labor. What we have done in Brazil is, of
course, insignificant, bad as it is, compared to what we may reasonably expect
as the fruits of ERP. To what we have done, or perhaps it should be said, what
we are about to do through ERP, and our previous action in developing the
Brazilian steel industry as a threat to our export market and our domestic
industry, must be coupled Mr. Wallace's theory, which unfortunately is held by
others, that our synthetic-rubber production should be curtailed so as to supply
a market for the major part of the natural product exported by Malaya, Sumatra,
and ('eylon. In spite of our production of synthetic rubber, there will be un-
questionably a market for some natural rubber in the United States. The reason
for this prospective deniand lies in the fact that it appears to be essential to
inix natural rubber with synthetic in order to produce tires of the best quality.
This limited demand, however, fails to satisfy those among us whose test of civic
virtue is that a good American should love another country, perhaps all other
countries, better than his own. As a matter of fact, a stronger case can be made
out for the encouragement of production of natural rubber in Brazil, but, even
so, our experience in this war demonstrates beyond dispute, that the United
States must now, and forever, be independent of foreign sources for our supply
of rubber.

To sum up this phase of the argument from the standpoint of national de-
fense, any essential industry, regardless of the fact that it may be producing on
a less efficient basis than the corresponding industry in a foreign nation, must
be maintained upon a basis of effective and continuous operation. This applies
to the growing of hemp and the production of optical glass, industries which
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owe their existence now to the necessities of war. Obviously, the production of
these commodities demands the maintenance of an adequate price. It is to be
expected that in order to assure an adequate return to labor and capital, it will
be necessary to impose tariffs on imports of such items at a sufficient rate to take
care of the differential cost of production.

DOMESTIC UNEMPLOYMENT UNDER RECIPROCAL TRADE

From a purely economic standpoint, it would be difficult to find a poorer time
to lower protective duties on imports as this policy threatens the continued
existence of marginal industries, to which we must look for'the continued em-
ployment of our own people, if economic stability is to be maintained in the United
States. In this connection it must not be forgotten that up to the outbreak of
war, despite the existence of reciprocal trade agreements and their alleged
benefits, 10,C0,000 people, more or less, were unemployed. On this basis alone,
the theoretical benefits of the reciprocal trade agreements policy are utterly
vitiated.

Furthermore, it is demonstrable that the reciprocal trade tariffs would have
brought about the complete destruction of some American industries, had these
industries not been saved by artificial protection resulting from the war having
dried up foreign sources of supply.

INEPT BARGAINING BY STATE DEPARTMENT

As an illustration of the practical operation of the Reciprocal Trade Agree-
ments Act, consideration should be given to the following statement of facts in
a letter to the editor of the New York Sun, published in the April 28, 1945, issue
of that paper:

"Our State Department negotiated a trade agreement with France in 1936,
after the French Government had raised its tariffs, avowedly for bargaining
purposes, and despite the fact that Mr. Hull stated he would not trade under
such circumstances. The net result of this shrewd Yanlke trading was an
honest reduction iii American duties of 85 items and actual increases in thousands
of French duties.

"The American duty on laces was one of those reduced under the treaty.
By 1939 the imports from France of one of the lace items, our duty on which
was reduced, had increased from 5,000 pounds in 1934, the year the Trade Agree-
ments Act became law, to 248,000 pounds in 1938, and to 300,000 pounds in 1939.
The French press and the United States Consul in the lace-making center of
France attributed, unequivocally, this 6,000-percent increase in lace exports to
America to tire Franco-American treaty.

"The American lace industry in 1938 found its employment at 34 percent of
that in 1935, the last year before the French treaty. That meant two-thirds of
our workers were out of jobs while the demand for their product was tre-
mendous but being supplied by French workers. By 1935, 5 American lace mills
were forced to close, and 45 other mills were in a precarious financial condition.
The State Department refused to act, despite evidence of injury so preponderant
as to deny even the most meager refutation.

"Our workers abandoned by our Government were saved, ironically, by our
enemy's bringing about the fall of France."

How in the light of the facts set forth above, it was possible for Mr. Clayton,
Assistant Secretary of State, to assert before the Committee on Ways and
Means of the House of Representatives that "the 11 years' experience under the
present law has shown that no injury has been done because of it" is beyond the
comprehension of the unofficial mind.

FOREIGNERS HAD THE MONEY TO BUY-BUT DIDN'T

There is another phase of this question to which insufficient thought was
given by Congress at the time the reciprocal trade agreements policy was
thrust upon it by the Roosevelt administration. The basic argument of the
proponents of this legislation was that because the United States was a creditor
nation, this policy was necessary in order to build up our international trade.
The fundamental fallacy in this argument lies in the assumption that because
we increase our imports, our exports -will automatically rise also. This assump-
tion completely ignores the fact that the resources accruing to any nation ex-
porting its goods to the United States may be diverted into investment channels.
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rather than apply to the purchase of American goods in the American market
for export. This fact is demonstrable that in the peace years, 1934 to 1938,
inclusive, our excess of exports over imports totaled only $2,145,000,000;
whereas during that same period the United States international investment
position on private account showed a decline from a net creditor position of
$8,700,000,000 to $3,100,000,000, a decline of $5,600,000,000. That decline is $3,455,-
000.000 greater than our favorable export balance, indicating that there were
ample funds for additional purchases of exports if foreign nations had chosen
to utilize their credits for this purpose. (Economic Almanac, 1948, published by
Conference Board, p. 371.)

BRITISH IMPORTS NO STIMULUS TO EXPORT

If any further proof is needed of the absurdity of the arguments offered by the
proponents of the Reciprocal Trade Agreements policy, it can be found in a study of
the British experience with foreign trade. It is notorious that Britain over a
period of many years has maintained an adverse trade balance without develop-
ing a compensatory flow of exports. It has thus been demonstrated that foreign
nations during the years of peace, 1934 to 1938, had the means to make purchases
in the American market had they deemed it expedient to do so; also, that the mak-
ing of concessions with regard to imports did not automatically stimulate the pur-
chase of exports.

REGIONAL SPECIALIZATION OF DECLINING IMPORTANCE

The chief argument in behalf of the Reciprocal Trade Agreements is based upon
the theory of regional specialization; that is to say, there are some parts of the
world in which it is peculiarly advantageous to produce certain commodities. It
is upon this theory that Mr. Wallace justified his argument that we should buy our
rubber in Malaya instead of producing it in the United States. However, what
Mr. Wallace and others who hold his viewpoint fail to recognize is the fact that
modern engineering processes have completely destroyed the theory of regional
specialization, except insofar as it applies to minerals, and, possibly, certain
vegetable products, for which no synthetic substitutes are available.

LOW WAGES MAKE LOW PRICES

The truth is that regional specialization today is largely a question of difference
in standards of living. Conclusive evidence of the fact that labor operating under
the American standard of living cannot compete with labor living under what we
regard as substandard conditions, is to be found in the experiences of our textile
manufacturers who discovered that, prior to the outbreak of the present war, they
were being undersold by their Japanese competitors in every market of the world.

AMERICAN INDUSTRY HAMPERED TO BENEFIT FOREIGNERS

It is a curious fact that the fallacy of regional specialization has so persisted
in certain governmental circles that there has been definite opposition to the
development of any substitute in the United States for commodities imported from
abroad. Take for example, the development of the production of pepper from
southern pine as a result of the financial support of the ('hemical Foandation.
When this process was perfected, a paper of a quality comparable to that formerly
imported was produced from southern pine at it lower cost thanl the foreign com-
lietitive article. In the development of tie production of paper from southern
pine, Mr. Francis P. Garvan, the president of the Chemical Foundation, claimed
that hle met nothing but opposItion from the Government. Here is what Mr. Gar-
van had to say on May 22, 1937, in the course of all address to the National Farm
Chemurgic Council:

"But why did our own Government oPpose this pine paper development?
Will anyone answer me that? Why would any loyal proper-thinking American
oppose this development? Was there anything criminal about it? And yet,
from the first moment, this present administration has opposed this development
bitterly. At whose behest?

"You know the Mordecai Ezekiel letter, and he is supposed to be the economic
adviser of the Secretary of Agriculture.

"Would an economic adviser advise against this on the ground that we must
continue to import newsprint? To whose interest is it that we must continue to
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import? That we must continue to import so other countries would have some-
thing to pay for our exports? At the same time, we were importing $4,00J0I00,000
of their gold. Why wouldn't that gold buy some exports? Have you seen an
old shirt or a peck of potatoes or a pound of cotton that that $4,000,000,000 of
foreign gold and the $4,000,000,000 of currency we issued for it has bought?

"For whose good was it that America should not be allowed to develop its own
newsprint supply?"

There is almost a sinister implication in the fact that in the development of
hemp production in the Middle West, made necessary through the fact that we
were cut off from all normal sources of supply as a result of military operations,
arrangements were made for the complete liquidation of this new industry at
the conclusion of a period of 5 years.

There is no question as to our ability to produce hemp in the United States, yet,
in carrying out the development of this new product, control of the machinery
necessary for its production was retained by the Government. Every possible
effort seems to have been made to terminate the production of hemp within a
limited period and make the United States once more dependent on foreign
sources of supply.

It is a matter of common knowledge that for many years preceding the war, the
United States has suffered from an over-production of certain of its agricultural
products, therefore, it is incomprehensible that this new crop which would be a
great asset for the American farmer, and grown on 240,000 acres of American
soil, should be abolished out of consideration for the cheap labor of tropical
lands in the Far East.

CONCESSIONS ARE MADE IN PROTECTION OF VULNERABLE, NOT STRONG, INDUSTRIES

It is contended by the sponsors of this program that even though American
wage scales are higher, our unit costs of production are lower. In certain indus-
tries this is undoubtedly true. Such industries, of course, need no protection,
and, therefore, no tariff concession is of any value because the American manu-
facturer can undersell the foreign producer. Obviously, in the negotiation of
Reciprocal Trade Agreements every foreign nation will seek to secure a con-
cession in tariff rates on products which they can manufacture at a lower cost
than their American competitors.

VOCATIONAL MOBILITY THEORY IS CRUEL TO LABOR

It is assumed by the theorists who seek to mold our economic policies, that
there is sufficient vocational mobility to absorb labor now employed in industries
doomed to extinction, under the Reciprocal Trade Agreements program. The
cruelty of this economic process is sufficient to condemn it. In England, the
coal miners employed in a dying industry could not, and would not, be moved
from the pits which no longer afforded a living wage. Starvation reigned for
10 years. Skill in special crafts is not attained overnight. The highly trained
English miner is losing his vocation because of the exhaustion of the mines in
which he worked. Our skilled American worker, however, it appears is to lose
his job by an act of Congress unless the Reciprocal Trade Agreements program
is abolished.

TOTALITARIAN TRADE ALWAYS PROTECTED DESPITE "CONCESSIONS"

What the sponsors of the Reciprocal Trade Agreements forget, or choose to
ignore, is the fact that in dealing with a totalitarian regime any concession in
their tariff is meaningless, because the State is regulating purchases from
abroad on a basis which may in effect amount to total protection of their
domestic industries. They may even, and undoubtedly will, place their orders
for foreign goods in countries which they wish to favor for political rather than
for economic considerations.

DEPRESSIONS MORE SEVERE UNDER RECIPROCAL TRADE

A study of developments in world trade indicates that there is a very definite
trend among all foreign nations to make themselves industrially self-sufficient.
The advocates of Reciprocal Trade Agreements are pressing upon Congress the
adoption of a policy which will encourage these foreign countries to expand this
trend; that is to say, they are facilitating the purchase of producers' goods at
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the expense of our consumers' goods industries. The danger of this program
to the economic well being of the United States is indicated by the fact that
producers' goods industries are much more vulnerable to business depressions
than consumers' goods industries. For example, in 1932, which was the depth
of the great depression, it will be found that producers' goods industries fell
to an index number of 54, as against an index number of 72, for consumers' goods.
(Economic Almanac 1943-44, published by Conference Board, p. 90.)

This stimulation of producers' goods industries is really a most unhealthy
condition because of the ephemeral nature of the demand. Once a factory for
the production of consumers' goods is built in a foreign country, the demand for
our machinery ceases, but under the concessions in our tariff rates which we
have granted, or may grant, to consumers' goods, we have opened our markets
to a perpetual flow of foreign products.

It is particularly unfortunate that the chief burden of this policy falls upon
the small businesses of tie United States. Pushed to its logical conclusion, this
policy will tend to destroy all but the strongest industrial corporations and
result ultimately in the development of a socialistic economy in the United States.

SUBSIDIES POOR SUBSTITUTE FOR TARIFF

One of the outstanding evils associated with the policy of Reciprocal Trade
Agreements lies in the fact that it inevitably will bring in its train demands
for other forms of protection to replace the tariff. Even now, there is a call
for subsidies in marginal industries. Subsidization as a policy is economically
and politically unsound. It opens wide the gates to bureaucratic favoritism,
inefficiency in operation and corruption of public officials.

GENERALIZATION DESTROYS R ECIPROCITY

Both from a standpoint of theory and also from a practical viewpoint, it is
impossible to defend the Reciprocal Trade Agreements program insofar as it is
based upon a generalization of tariff reductions under the unconditional most
favored nation clause: that is to say, while it may be possible in some instances
to justify a tariff reduction to one country in return for concessions on its part,
it is utterly impossible to justify a grant of the same concession to other nations
which do not offer any corresponding benefits to the grantor. To pursue such a
policy is to make a mockery of the use of the word "reciprocal," in connection
with such trade agreements.

"PRINCIPAL SUPPLIER" THEORY OFTEN VIOLATED

As this policy is both theoretically and practically indefensible, proponents of
the Reciprocal Trade Agreements fall back on the argument that as we make
concessions only to the "principal supplier" of imported commodities, no real
damage is done. George N. Peek, who, with Samuel Crowther wrote "Why Quit
Our Own," showed that this argument is not sustained by an examination of
the facts. The United States, according to Mr. Peek, made concessions to
Brazil on manganese, when Soviet Russia, the African Gold Coast and British
India were the principal suppliers. Similarly we made concessions to Haiti with
regard to coffee, which were highly beneficial to Brazil and Colombia as principal
suppliers, but who were not required to give us anything in return. The list of
such performances could be continued ad infinitum.

The solution of our foreign trade problems lies in a return of the tariff
making power to Congress, and the initiation of a program of limited stock piling
of industrial metals to be purchased only at prices below their industrial value.
This would supply foreign nations with dollar exchange to pay for our exports,
and would be noncompetitive with domestic industry.

PERTINENT RESOLUTIONS ADOPTED BY THE AMERICAN COALITION AT ITS ANNUAL

MEETING IN WASHINGTON, D. C., JANUARY 15, 1948

FOREIGN CAPITAL

Whereas one of the major causes of the depression during decade 1930 to
1940 was the use by foreign nations of their stocks of gold and foreign exchange



EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS 225

for the purpose of buying American-owned securities and for the purchase of
other property in the United States, rather than in payment for our exports,
be it

Resolved, That the American Coalition, in annual convention assembled, holds
that our unhappy experiences in these matters following the First World War
-demand a comprehensive investigation of the subject by appropriate congressional
committees and the formulation of legislation based on their conclusions to
protect the economic system of the United States from foreign investment policies
in territories subject t9 our jurisdiction, which may be detrimental to the national
interest.

WORLD TRADE-STRATEGIC METALS

Whereas world trade cannot be conducted unless foreign nations have a
sufficient supply of American dollars to buy our exports; and

Whereas loans to foreign nations merely aggravate their difficulties; and
Whereas the limited industrial uses of gold and silver make it inadvisable for

the United States to further augment its stock of these metals, except from
domestic sources; and

Whereas strategic metals other than gold and silver are essential to our national
existence, and with the depletion of domestic mines a supply of such metals will
be of increasing value: Therefore be it

Resolved, That the American Coalition, in annual convention assembled, reaf-
firms and favors the passage of legislation for the purchase by the United States
of strategic metals, other than gold and silver, not at fixed prices, but in such
manner as not to raise domestic industrial prices for these products. Further,
that such metals be held in stock piles from which sales would be made in the
domestic market only at prices somewhat above average industrial prices at the
time of purchase, and the quantities of such metals purchased from foreign sources
shall be sufficient to finance our export trade, but domestic industry should also
be permitted to participate in the plan if there be danger of unemployment at
home.

RECIPROCAL TRADE AGREEMENTS

Whereas, as the result of the reductions in tariffs incident to the adoption of
the reciprocal trade agreements, it has been disclosed that grave injury has
already been inflicted upon the various agencies of production throughout the
United States, and

Whereas imports should be controlled by the exercise of our own sovereign
right, through the imposition of adequate tariffs: Be it, therefore,

Resolved, That the American Coalition, in annual convention assembled, urges
upon Congress the repeal of the Reciprocal Trade Agreements Act, as constituting
an ever-present menace to the American standard of living and an unwarranted
encroachment by the executive branch of the Government upon the legislative
powers conferred upon Congress by the Constitution of the United States.

INTERNATIONAL TRADE ORGANIZATION

Whereas the suggested charter for an International Trade Organization, pub-
lished by the Department of State, embodies provisions which would subordinate
the interests of the American workingman to those of foreign countries and in-
ternational finance: Be it therefore

Resolved, That the American Coalition, in annual convention assembled, em-
phatically opposes the entry of the United States into any international trade
organization, ift which the welfare of our own people is not adequately protected.

WINE INSTITUTE,
717 Market Street, San Francisco 3, June 4, 1948.

The Honorable EUGENE D. MILLIKIN,
Chairman, Senate Finance Committee,

Room 341, Senate Office Building, Washington, D. C.
My DEAR ME. MILLIKIN: The wine industry is opposed to the existing proce-

dures for negotiation of trade agreements.
We favor the enactment of H. R. 6556, pending a permanent and realistic

method of negotiating foreign trade problems.
The 1930 tariff rates on foreign wines were cut in 1936, resulting in some in-

crease in imports which terminated about 1939 because of the commencement
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of World War II. In January 1948 the rates were again cut on wines other.
than dessert wines (imports of which are primarily a product of Spain and
Portugal).

The United States is the fourth largest wine growing country in the world.
In common with other wine growing countries, we tend to have a surplus of
grapes for that purpose. Fortunately, most of the wine produced in the world
is made to be consumed locally. Accordingly, we do not feel that the import
trade in wines would, under normal conditions, affect us to any substantial
degree; it would, rather, provide for the consumer a source of specialty items
amounting to about 5 percent of total United States wine consumption.

Conditions are not, however, normal. Due to the heavy crops of the 1946
and 1947 vintages, the California industry is carrying an inventory amounting
to between 11/2 and 2 years sales-much higher than usual, and resulting in a
substantial decline in sales price and considerable losses in inventory values.

This recession had not yet occurred when we appeared before the Committee
for Reciprocity Information in early 1947. It was noticeable later that year
when the Geneva negotiations were pending, and was confirmed the following
autumn and winter when the 1947 vintage replenished inventory to the same
high point above indicated.

At the time we appeared before the Committee for Reciprocity Information in
1947, existing United States tariffs were no impediment whatsoever to foreign im-
ports, having already been substantially reduced in 1936. We pointed out, how-
ever, that surplus grape conditions here, as well as surplus grape conditions abroad
plus lack of dollar exchange abroad, rendered it highly desirable to observe ex-
treme caution in lowering wine duty rates in advance and, for all practical pur-
poses, irrevocably (the so-called escape clause being relatively meaningless, in our
opinion).

The reduced 1948 duties were negotiated with France, that country being the
principal supplier. Because the previously lowered 1935 duties did not impede
wine imports, we have always felt (but, of'course, cannot prove) that the further
1948 concessions were primarily based on the desire of our negotiators to make
concessions which would he of psychological importance to the French, rather
than on any realistic considerations.

Since new rates have been in effect only a few months, it is too early to estimate
their effect. We note, however, that the French table wine importations since the
first of the year have been exceeded by the Italian table wine importations.
Italian low currency values coupled with the new lower duty rates may be a
substantial factor in increasing Italian imports. If the currently inflated French
values are similarly reduced, we greatly fear an increase in wine supply sufficient
to further upset the existing market situation.

Our objections to existing trade agreement procedure are two. First, the
so-called escape clause is so vague as to make it impossible to set up a clear-cut
case under it. Second, the current hearing procedure in advance of negotiations
provides no assurance that genuine consideration will be given to tle economic
facts involved in the particular trade affected.

We respectfully suggest that it is highly desirable that there be some clear-cut
statutory standards for negotiation procedures and relief, and urge that H. R.
6556 be enacted to that end.

This letter is submitted on behalf of the California wine industry (repre-
senting about 85 percent of total United States consumption) and on behalf of the
balance of the industry located in some dozen other States.

Respectfully,
WINE INSTITUTE,

(Signed) Edward W. Wooten,
(Typed) EDWARD W. WOOTE.

STATEMENT BY THE WoMEN's ACTION COMMITTEE FOR LASTING PEACE CONCERNING
THE GEARHIART BILL AJNiENDING THE TRADE AGREEMENTS ACT

The Women's Action Committee for Lasting Peace has as affiliates 14 national
women's organizations with official representation from each of these organiza-
tions on its national board of directors. The Women's Action Committee itself is
composed of many thousands of members under the leadership of State and
Congressional District chairmen.
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The Women's Action Committee for Lasting Peace considers it of the utmost
importance that the trade agreements program be continued in a workable form
and for a reasonable length of time. As consumers, our members want a wide
variety of goods at low prices. They realize the effect of high tariffs both (on the
cost and on the availability of goods. As women who are deeply interested in
international affairs, we realize that the prosperity of the United States is closely
linked with world prosperity.

The extension of the Trade Agreements Act for only 1 year would mean a
virtual suspension of the program, as the long process of study and negotiations
takes many months. Our Government would have difficulty negotiating agree-
merits with-other countries under pressure of doubt as to whether it could meet
the year's deadline on its authority to accept this agreement. It is important
that this country be free to negotiate with a view to bringing other countries into
the general agreement on tariffs and trade signed by 23 countries in Geneva last
autumn. Moreover, several of the western European countries do not as yet
have trade agreements with us. It is vital for the effective development of ERP
that we reach agreements with these countries.

A particularly unfortunate provision of the Gearhart bill (H. R. 6556) is that
which segregates the Tariff Commission from the Interdepartmental Committee
on Trade Agreements where it has been represented during the past 14 years
along with other interested departments. H. R. 6556 creates a cleavage in the
development of our tariff policy which cannot be reconciled anywhere within
the executive branch of our Government. The provisions of this bill are such
that not even the President can bridge the gap. If a trade agreement goes beyond
certain limits (not the limits set by Congress in the Trade Agreements Act, but
limits set by the Tariff Commission) the President and the Tariff commissionon
must present their differences for a decision by Congress. This is poor govern-
ment practice in any field.

Not only is the Tariff Commission segregated from the Interdepartmental
Committee, but it is given a different set of criteria on which to form its
judgments. The bill provides that while the Interdepartmental Committee forms
its judgments on a broad basis of common interests after an analysis of effect
of tariff rates on foreign policy, commerce, labor, agriculture and the consumer;
the Tariff Commission must form its judgments solely on the basis of the inter-
ests of the producer coupled with considerations of national security. (Just
why the Tariff Commission rather than the Department of Defense, which is repre-
sented on the Interdepartmental Committee, should be chosen to decide on the
security aspects of our tariff policy is difficult to understand.)

The Women's Action Committee for Lasting Peace urges that the Senate
Finance Committee, taking these and other points into consideration, will either
recommend drastic changes in the bill as passed by the House, or better still,
recommend a straightforward extension of the present Trade Agreements Act
without amendments for at least 3 years.

We will recess until 9: 30 tomorrow morning.
(Whereupon, at 2: 15 p. m., the committee recessed until 9: 30 a. m.,

of tha following day.)
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THURSDAY, JUNE 3, 1948

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to adjournment, at 9: 30 a. in., in room

312, Senate Office Building, Senator Eugene D. Millikin (chairman)
presiding.

Present: Senators Millikin (chairman), Butler, Hawkes, George,
Barkley, Byrd, and Lucas.

The CHAIRMAN. The hearing will come to order, please.
Good morning, Congressman, we are glad to have you here. The

first witness is Congressman Gearhart. Make yourself comfortable,
Congressman.

STATEMENT OF HON. BERTRAND W. GEARHART, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Representative GEARHART. Mr. Chairman, the subject of foreign
trade is such a broad and complicated one that I have reached the
conclusion that I had better confine myself to discussion of the bill
or my remarks might be indeterminable.

The bill as introduced and passed in the House of Representatives
provides for a 1-year extension rather than the 3 which was requested
by the State Department.

The CHAIRMAN. Congressman, you are aware of the fact, are you
not, that the State Department was in serious doubt for many months
this year whether they would ask for an extension at all?

Representative GEARHART. I think that idea would support the con-
clusion that a 1-year extension was sufficient for all purposes.

The CHAIRMAN. It is more than they anticipated asking for.
Representative GEARHART. Then we can feel that we are very gen-

erous and expansive in our office to the country.

The reason why we felt that 1 year would be sufficient in order
to make a complete check on this subject was that our investigation into
the operation of the trade agreements for its first 14 years discloses
that 98 percent of the dutiable items have been cut already, and that
91 percent of the items on the free list have been bound on the free
list. So it appears quite beyond contravention that the tariff-slashing
job is about completed. In fact, the State Department representatives
have stated here that there are only a few odds and ends to be cleared
up. When we further contemplate the result of 14 years administra-
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tion of the Trade Agreements Act it is revealed that they have reduced
the tariff to an ad valorem level of 15 percent on the dutiable items
and to 6 percent when the dutiable and free items are considered to-
gether, which means that we in the United States have practically
no tariff at all. This country now is closer to free trade than it ever
has been in its history.

I had the staff expert on tariffs prepare some figures for me from
which we could make some comparisons as to our tariff in relation to
the outside world or, at least to that part of the world with w-hie&4 we
carry on most of our foreign trade, the United Kingdom and the Brit-
ish Commonwealth of Nations.

It was revealed to my very great surprise that the United Kingdom,
consisting of England, Scotland, Wales, and Northern Ireland, is col-
lecting $3,164,000,000 in customs, whereas the United States with a
population four times as great is only collecting $494,000,000 in cus-
tomns. Translating that into per capita averages we note that the
British are collecting from customs $64.16 per capita and the United
States is collecting from customs only $3.41 per capita.

The CHAIRMAN. That is a very interesting statement.
Representative GEARHART. It is a very interesting revelation and

only recently disclosed. For the purpose of the record, I would point
out that England is the highest and the United States is the lowest
among these nations: New Zealand, Australia, Canada, South Africa,
United Kingdom, and the United States.

As a matter of fact, we never did have a high tariff.
Even when the Smoot-Hawley Act was placed upon the statute

books, the United States was thirteenth on the list of important nations,
insofar as the ad valorem measurement could be applied to the then-
existing tariffs. Taking the United States as 100 par you find Spain
had a tariff of 456; Germany, 279; Brazil, 239.4; Greece, 166; Hungary,
180; Italy, 150.5; Mexico, 149; Egypt, 130; Switzerland, 128; United
Kingdom, 118.3; Argentina, 110; United States 100; Japan, 98; Bel-
gium, 96.8; France, 85 : Canada, 76.3: Netherlands, 37.4: and Sweden,
32.8; which involves about all the important trading nations of the
world insofar as the United States was concerned at the time.

It has just been a question of giving the dog a bad name. The
United Ctates has never been an offending nation in the maintenance
of high tariffs. Certainly at the present time with the tariff cut, to
15 percent ad valorem on dutiable items and 6 percent on dutiable and
free, you can see we have practically no tariff at all.

So in urging a 1-year extension it should be acceptable by the coun-
try. Nothing can be done to do more damage to our tariff structure
than has already been done, even if they proceed diligently to make
as many agreements as they care to make during the 1 year that re-
mains.

The CHAIRMAN. One more jump on the scale of the last jump and
we would not have any tariff at all.

Representative GEARHART. That is right. We are so near to that
situation that it is appalling to contemplate the result of 14 years of
tariff slashing by the trade-agreement method.

There is one other interesting comment I want to make on that phase
of our discussions before I pass to a consideration of the bill. That is,
when we emerged from World War I the Tariff Act of 1913, the so-
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called Underwood Tariff Act, was in effect. Under that act, 66.3 per-
cent of the items were on the free list and the dutiable rate was 27
percent. As soon as the war was over and the outside world got back
into production stride, the United States, because of those low tariffs,
much higher than the tariff levels of today, became the dumping
ground of the world.

A crisis developed of such proportions that the then President of
the United States called the Congress into special session for the pur-
pose of passing an emergency tariff law, which it promptly did, along
with other antidumping legislation which retrieved the situation until
the matter could be considered more maturely by the Congress. Be-
cause of that historical happening, the consequence of this Underwood
tariff and its ad valorum rate of 27 percent, drastic legislative action
became imperative. And now that we have an ad valorem level of but
15 percent, I wonder what the future will unfold for us, when the out-
side world does in fact get back into a normal production stride. This,
as it is anticipated, will be within the next year or so. If the United
States again becomes the dumping ground of the world, this committee
may be called upon to take drastic and immediate and emergency action
to save this country from disaster.

Senator GEORGE. What do you mean, Mr. Gearhart, by 15 percent
ad valorem?

Representative GEARHART. The figures represent the general average
across the board of the tariff rates now existing. I have similar figures
as to all of the other tariff bills passed since 1897.

Senator GEORGE. Is it your statement that that is the general average
of all dutiable items?

Representative GEARHART. Yes, ad valorem.
Senator GEORGE. Translated specifically into ad valorem, altogether.
Representative GEARHART. Yes. To complete the comparison I

might point out the Dingley Act of 1897 established an ad valorem
percentage on the dutiable list of 46.1 percent, the Paine-Aldrich Tariff
Act of 1909 established an ad valorem rate of 40.7 percent. The 1913
Underwood Tariff Act established 27 percent. The 1922 Tariff Act
established j8.4 percent, and in 1930 the Smoot-Hawley Act established
40 -percent, one and a fraction percent higher than the preceding
Mo-0n UER tariff.

So we contemplate a new situation now which is quite novel and
unique in American history. I would not dare to predict what the
future is to unfold as a consequence of the slashes that have occurred.

Another reason for fixing 1 year as the period instead of 2 or 3
years is that this Congress already has provided that the European
relief program shall be checked up as of that date and also the Inter-
national Trade Charter will be presented to the Congress for its con-
sideration next year and we believe that in theory at least these three
programs have some relation to each other and therefore should come
on far consideration simultaneously.

Then there is the very importan fact which all Americans should
cotIider, and that is that this is an election year and a newly electedll
administration will take over next year. Should that administration
be Democratic, undoubtedly the House and Senate will be of the same
party. It would follow as a matter of course that that party would
write its own trade policy and conversely should the new administra-
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tion be Republican, the Congress being of the same persuasion ' ill un-
doubtedly proceed to write its own foreign trade policy.

So it is just idle to endeavor to impose on such a new Congress
coming into power, as it will next year, a system which that adminis-
tration may or may not like. The incoming administration, aided by
a supporting Congress, will simply write its own policies. So let us
be realists and acknowledge the fact that that is going to occur in any
event, and therefore let us write laws that are consistent with that im-
mutable conclusion.

To make it more than 2 years would be to bypass the Eighty-first
Congress, that is, at least the House of Representatives part of it.
A proper respect for a group of gentlemen who will be elected to
that body next year would dictate a decent restraint in the exercise
of the legislative prerogative at this time.

In fact, every law is written in that way. Every law is subject to
repeal. Every law is subject to change. We do create moral situ-
ations sometimes by the enactment of legislation which makes it very
difficult for the legislative branch to rise to its constitutional prerog-
atives. Therefore, I would say let us not-

Senator LUCAS. As a former member of the House, I never knew
any Member of the House not to be able to rise to its constitutional
prerogatives.

Representative GEARHART. That is a compliment you pay to the
House, and coming from a former Member of the House, I value it.

The CHAIRX[AN. He has to overcome his will power in some cases,
Senator.

Representative GEARHART. The changes we ask in the bill Which
the Hiuse has sent to the Senate are, I think, simple, sound, and sup-
ported by administrative precedent. The transfer of the responsibili-
ties from the Committee on Reciprocity Information in respect to
holding public hearings to the Tariff Commission will promote confi-
dence in the trade agreements procedure generally throughout the
country, confidence in the program and its administration. If there
is any agency of the trade agreement set-up which has fallen in public
confidence and in public estimation, it is the Committee of Reciprocity
Information. It is known to be a fact, in fact it is notorious, that the
men who sit upon the bench and hear the complaints or the criticisms
or the suggestions of people who travel from the far corners of this
country to testify before that agency, have nothing to do with'the
working of any decisions upon the testimony they pretend to listen to.
It is widely known that the men who sit there have nothing to do With
the negotiations that are later or simultaneously being carried on.

I happen to know two former members of that Committee who are
now in retirement and because thereof are under no restraint in respect
to that which they might say concerning their functions, the functions
they performed when they were members of that Committee, and both
of them assure me they never received an order from anyone other than
to present themselves and to sit on the bench. Thereafter they never
made any findings on anything they heard or formulate any conclu-
sions, neither were they ever thereafter asked to make any recommen-
dations.

That is a cruel travesty. That is a cruelty inflicted upon the Aaner-
ican people who came to Washington to present their cases to a body
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of gentlemen whom they were led to believe would have something to
do with solving the problems with which they were vexed. But this
Punch and Judy show has gone on with their farce now for 14 years.

So I say the first thing that the transfer would do would be to
promote public confidence in the administration of the program, and
that is a very, very important thing.

In making the transfer from a trade agreements committee to the
Tariff Commission, the House of Representatives in presenting this
bill to the Senate was following a precedent established by the resi-
dent himself in his Executive order of February of 1947, when he
transferred the function of receiving complaints after injury had been
inflicted from the Committee on Trade Agreements to the Tariff Com-
mission.

We of the House thought that if the President believed, as we believe,
that the Tariff Commission was competent to correct a mistake after a
mistake was made, certainly it was competent to prevent a mistake
from being made before it was made. That is all we hoped to accom-
plish by this suggested change.

In other words, we want to lock the door before the horse escapes.
Also in selecting the Tariff Commission as the agency to conduct these
investigations and to make these recommendations, we were conscious
of the fact that the Tariff Commission is a nonpartisan, scientific,
technical organization of men who can be said to follow a profession.
Because of their nonpartisan charter and professional nature we feel
that they will arrive at conclusions which are nonpolitical and non-
partisan in their nature. If we can eliminate the partisanism which
has crept into the administration of the program and establish a non-
partisan atmosphere, we feel that everyone then will support the con-
clusions with an unanimity which we have never been able to achieve
heretofore. And it would make of this program a nonpartisan Ameri-
can program, convert a very partisan program, which it is now, into
a nonpartisan program which all Americans could support en-
thusiastically.

In asking the Tariff Commission to accept this responsibility, we
merely ask them to do that which they are already doing. As a matter
of fact(, they brief all the testimony that they can get from any source.
They make their own studies. They call in experts for examination
and arrive at conclusions which they transmit to the trade agreements
negotiating committees. So we are not imposing upon the Tariff Coin-
mipsion any greater responsibilities than they now are exercising,
pursuant to law, Executive order or voluntarily assuming the ad-
ministration of the program.

The CHAIRMAN. The interdepartmental committee, Congressman, is
a creature of Executive order. By the same token that it has been
created that way, if the President wishes he can continue it that way
for his own advice. If he is not content with the advice of the Tariff
Commission, under your bill he may go against it. He would -then
submit the agreement to Congress for review. But if he wanted to,
he could continue the interdepartmental committee or any other or-
ganizational arrangement to give him all the advice that he may want.

Representative GEARHART. Under the bill there is one possible ex-
ception to the statement the chairman has just made. There is a pro-
vision in the bill which will prohibit the Tariff Commission or any
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of its members from serving upon any of these interdepartmental
committees.

The CIIAIRMAN. Quite right.
Representative GEARHART. That is put in advisedly because we

wanted to restore the independent character of the Tariff Commis-
sion. As long as they are drawn into any interdepartmental com-
inittees, they are of course drawn into a situation where they must
cast votes. When they vote two and two is four, other members of
the committee may overrule them and declare by their votes that two
and two is five, a circumstance which would compel the Tariff Com-
mission to accel)t as a fact a conclusion which they know is not true.

The CHAIR-IAN.x. There has been intimation in this hearing that
this bill would strike down the interdepartmental committee. The
bill would, I suggest, accomplish nothing of the kind unless the Presi-
dent wishes to strike it down.

Representative GEAR.IART. That is right.
The CAIRM3IXK. He can take advice from any governmental or pri-

vate source be wishes in reaching his own conclusions.
Representative GEARIIART. Correct. Sound policy dictates that

the independent character of the Tariff Commission be maintained.
It shall be to one side, performing its functions, but it shall be the
duty of the Tariff Commission at all times to keep itself accessible to
the negotiating agencies of the Government to supply them with such
assistance and guidance as they are capable of.

In other words, they will biy law be required to cooperate in the
fullest with the State Department in its negotiations with foreign
powers.

That is important for another reason. The Tariff Commission is
one of those agencies which was created as an aid to the legislative
branch of the Government. By this simple device of requiring the
Commissioners to accept membership upon committees that are set
ip in the executive departments, their independent character as a
legislative agency is impaired to that extent. How substantial, I
would not undertake to say. In theory, at least, the Tariff Commis-
sion, the Interstate Commerce Commission. and the General Account-
ing Office, which are legislative agencies, should, so far as-we can do
it by law, be maintained in an independent legislative capacity.

The CH.IRMAN. The testimony of Mr. Gregg and of Mr. Ryder
yesterday made it very clear that the Tariff Commission does not sit
on an interdepartmental agency as such. Mr. Ryder sits there in
his personal capacity and does not act as a functionary for carrying
into the interdepartmental committee the views of tle Tariff Com-
mission.

Representative GEAnMIAlR. I understood that, but as a member of
the Commission the independence of that, Commission, at least, to
the extent "f one-sixth of the Commission is impaired.

The CIAIR'LL\N. There may be a complete dilution, because the
Chairman need not rel)reselit the views of the Tariff Cbiiiiili~on.
Therefore, the views of the Tariff Commission might be lost entirely.

Representative GEARHART. That is correct.
I come now to a question which has created some discussion, and

that is placing upon the Tariff Commission the obligation, after in-
vestigation and after public hearings, to establish the peril points
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beyond which the President shall not go in negotiation of agreements
or if he does go, that future proceedings in the Congress must be had-

The Tariff Commission is a scientific agency of the Government,
and if there is any agency in the Government that can do this, it is the
Tariff Commission. Members of the Tariff Commission assert that
they can. Other members of the tariff Commission assert that they
will require additional assistance. That is quite beside the question.
If they do, we will supply it by other legislation.

The CHAIRMAN. The testimony has shown that the State Depart-
ment has no fixed program for making any further trade agreements
over the next year. They have given some thought to a possible
agreement witl Greece, and the items that would be involved in an
agreement with Greece-Portugal also has been mentioned-the items
that would be involved in trade agreements of that kind would not
make the slightest impact on the work load of the Tariff Commission
as now constituted.

Representative GEARIART. So, there is undue excitement over this.
As to whether or not there should be any congressional references to
the Congress of disagreements between the Tariff Commission and the
President in his negotiating capacity, I think the probabilities are so'
slight that they are hardly worth considering. The Tarff Commssion
is not going to establish a narrow field o-f safety. Naturally, it is going
to make it just as broad as it possibly can from the scientific and profes-
sional standpoint. The President is going to have considerable lati-
tude in negotiations as a consequence of this. So the probability of the
President and the Tariff Commission falling into disagreement is very,
very remote.

I would say that probably one agreement out of 50 might be an agree-
ment in which such a disagreement might occur. Even then the
President may continue discussions with the Tariff Commission. In
all probablility, in most all cases where disagreements develop, theyN
will be adjusted between the Tariff Commission and the President, anT
the Congress will never hear of the divergence in viewpoint. In those
very, very few cases that come to Congress, they will come because there
is a substantial agreement, one going to the very foundation of things.
,W such a disargeement develops, somebody will have to decide it.
Since the Tariff Commission is an agency of Congress and we repose
in it great confidence, Congress says to the commissioners, you fix the
peril points, and when you do that, you do it for us. But when the
result is such that the Tariff Commission finds itself in disagreement
with the President, it is just natural that the dismuted point should
come back to the Congress for a decision on that particular phase of the
Trade Agreement negotiation-

The CHAIRMAN. You of course appreciate fully that the Congre.ss
haq the exclusive constitutional jurisdiction over this subject?

R-T)resentative GEARHART. Yes, and by conferring this power up,)n
the Congress to make the final decision when a disagreement occurs.
we are, not confei~ing upon the Congress any authority.

On the contrary, we are limiting the authority of the (-rn
morally, if not legally. because the Congresq cannot coinstititina.l
part with the constitutional power to repeal the very act itself, if it so
desires, and it necessarily retains the power to repeal any of th,,-e
agreements, one by one, item by item, if it So desires, this because its

76994-4- 16
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action would be subsequent in point of time. The courts have held
that the Congress can even repeal a treaty of the United States, if it is
so minded.

The CHAIRMIAN. You have not been able to attend the hearings and I
invite your attention to a very strange development. Because the
Congress does have this jurisdiction we are authorized to require the
Tariff Commission to report directly to your committee and to this
committee. So that we may be fully advised of every development
on the subject of tariff, customs, and so forth. This has been delegated
now to the interdepartmental committee. Day before yesterday we
requested the minute book of the interdepartmental committee and
you will probably be amazed to know they refused to let us look at it,
illustrating how far Congress has abandoned in fact its constitutional
power over the subject matter.

Representative GEARHART. That brings me to a very unpleasant
subject, which I probably would not have adverted to. But after
having 7 weeks of public hearings to which everybody was invited who
wanted to testify, and at which we heard everyone who wanted to
testify and only adjourned our meetings because we ran out of wit-
nesses, I was accused of having conducted star-chamber proceedings
on this bill, whereas as a matter of fact the heinous offense I was guilty
of was resolving those public hearings into executive session pursuant
to a resolution of direction of the Ways and Means Committee to
prepare legislation.

The thing that shocked me the most was not the accusation of star-
chamber proceedings, because we hear all sorts of accusations on
Capitol Hill. The thing that really shocked me was that that charge
should come from the State Department which is famed far beyond
the borders of this country for the absolute secrecy with which it carries
on all of its proceedings, including trade agreement negotiations,
behind the silken purple curtains of diplomatic immunity: "People
who live in glass houses 1"

The CHAIRMAN. They will not even let Congress look at their
minutes.

Representative GEARHART. In a way, I was amused at the charges
of star-chamber proceedings that were hurled and I am glad to com-
ment in the record. We did have full and complete public hearings
on this bill, probably the most complete that ever has been held in
the history of the House of Representatives. But try and find an
admission of it in the prejudiced press.

The CHAIRMAN. I might say we have held'hearings a year agoand
there has been nothing since then which would require additional
hearings.

Representative GEARIART. That is right.
The CHAIRMAN. There has been nothing whatsoever.
Representative GEARHART. SO much has happened, as I said, I

might be here testifying long after the patience of the Senate hs been
exhausted, so I am going to bring my remarks to a very hasty close by
commenting upon some of the criticisms that I have heard.

Yesterday, I am told, the witnesses spent most of their time point-
ing to a provision of the bill which authorized the President in agree-
ments to raise the tariff 50 percent, arguing that that provision will
fill the hearts of all the people who live beyond the borders of our
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country with apprehension and fear; that they will regard that pro-
vision in the bill as an indication that the United States intends to
return to "economic isolation."

How could that occur? How could there be any fear in the hearts
of any foreigner because we indicate that we might in some case raise
the tariff 50 percent? All they have to do to protect themselves
against anything like that from happening is to refuse to sign an
agreement. Whether or not a tariff is raised is entirely in the con-
trol of the negotiating agency of the foreign government that we are
dealing with. So the fear argument which is always potent in poli-
tics, does not exist here at all. -

Furthermore, that provision authorizing the President in agree-
ment to raise the tariff by 50 percent is merely carried over and re-
stated in this bill from the original Trade Agreement Act. The only
reason we felt it was necessary to restate the authority was because in
the extension of the act in 1945 we authorized the President to make
a further cut of 50 percent which required careful wording in the
present act. That is the only reason it is mentioned at all.

Then we have heard so much about the word "crippling," a crippling
amendment. That is not a new word in this proceeding. We have
heard that charge hurled 4t every bit of legislation that has been
considered by Congress during the last 14 years which offered from
the Congress any constructive changes or any different, procedure.

The change which is made by the bill under consideration is a pro-
cedural change entirely. The result remains the same. We can still
negotiate reciprocal trade agreements, if we ever get any reciprocity
into them. With it the authority of the State Department acting
in the name of the President is preserved. We merely change the pro-
cedure in one or two slight particulars. So when they talk about
changing procedures as crippling and do not point out with clarity
how they cripple, they are confessing in effect that the word is used
because there is nothing that they_ could point to without the use of
condemnatory adjectives.

Furthermore, if a good deal is made in any agreement, one to the
advantage of the American trade or to the advantage of world trade,
is it not ridiculous to suggest that the Congress of the United States
would do anything to prevent the consummation of such an agree-
ment?

To assert that Congress would act unwisely is to assert that the
State Department insists on an unbridled right to be wrong. That is
the one thing we want to help them not to be.

The CHAIRMAN. I think it now has been admitted in the hearing that
there is not any log-rolling procedure because the whole agreement has
to be voted up or down and there is no .swapping of items.

Representative GEARHART. That should be admitted. Furthermore,
log-rolling and back-scratching no longer exists on the Hill, as it has
.been completely captured and taken down town to be concealed behind
the silken purple curtains of the State Department.

The CHAIRMAN. Why did you not put in a crippling amendment to
.stop that?

Representative GEARHART. A crippling amendment to end all crip-
pling amendments?., Impossible!
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The CHAIRMAN. Why did you not put in a crippling amendment to
stop the log-folling behind the silken curtains?

Senator BARKLEY. You do not mean to indicate that backs are not
available over here to be scratched if the occasion arises?

Representative GEARHART. People don't scratch backs when there is
something to be gotten out of it; when you have an itch. If you have
an itch on the Hll here and you scratch it, you do not get the satis-
factory result you do when you scratch it down at the State Depart-
ment, where the biggest and hest itches now develop.

Senator BARKLEY. I do not know. That is a very broad subject.
I have seen backs scratched until the blood ran down the backbone.
Representative GEARHART. Since back-scratching is an art of which

I know little, I guess I should bow out on that one. In conclusion,
gentlemen, permit me to thank you very, very profoundly for per-
mitting me to come here and express some comments on this legislation
which I sincerely believe to be constructive in nature, improving in
character, and modernizing in result.

I feel quite confident if the bill is enacted in substantially the same
form it was sent to you, it will destroy the partisan character of the
trade agreements administration and establish in its place a non-
partisan American foreign trade policy which will promote confidence
throughout the'country in the program and in'the future. It is in
that hope which the bill has been sent to you, I am quite sure.

The CHAIRMAN. Any questions?
Senator LucAs. I should like to ask one question. May I inquire,

Congressman, what the difference is between H. R. 6556 and the bill
that you introduced in the House known as H. R. 6378?

Representative GEARHART. That bill was introduced by me by request
of two Senators, and it involves an entirely different program, if I am
thinking of the bill you have in your hands. Are you referring to
Senator Malone's bill?

Senator LUCAS. I am referring to H. R. 6378, which bears your name
and was introduced in the House April 28, 1948, and a similar bill
introduced by Senator Malone known as Senate bill 2582.

Representative GEARIHART. They are identical bills. I introduced
mine atthe request of Senator Malone. As I said upon the floorof the
House at that time, I was introducing it without a sufficiently thorough
study of it to justify me in sponsoring it in all of its details. It is offered
to the country for study and consideration.

Senator LucAs. Those who have made a study of it say definitely that
i f this bill became the law, it would effectively undo all that has been
accomplished under the Trade Agreements Act.

Representative GEARITART. As I said before, I am not familiar with
all of its implications and that is the reason why I indicated very
clearly that I offered it "by request." In order that there would be no
doubt about it, I made a 1-minute speech in the House pointing out that
it was being offered at the request of the Senators whose names you
have mentioned. It is worthy of study, I am sure.

Senator LUCAS. The only reason I raise the question is because of the
statement about economic isolationism that you made reference to a
moment ago, because if I understand the philosophy of this bill that is
exactly where it takes us to. It is coming to isolationism.
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Representative GEARHART. Economic isolationism is a political epi-
thet rather than an argument, is it not?

Senator LUcAs. I do not know whether it is an epithet or whether
it is an argument.

Representative GEARHART. What is economic isolationism? We
have always sought, even in all the old days, a very widespread world
trade, and I myself am for the maximum beneficial world trade. I
certainly cannot be accused of being an isolationist.

Senator LucAs. I am not charging you with that. You raised the
question yourself, and the only thing I am saying to you is that those
'who have made a careful study of the bill which you introduced in the
House definitely say that it would effectively destroy the trade-agree-
ment program and take us back to what you call economic isolationism.

Representative GEARHART. The Senator is the one who is saying it
would create economic isolationism, and the Senator is the one who is
saying it would take us back to something which I do not know ever
existed. All I have said about that bill is that I offer it for the study
of the country.

Senator LucAs. I see.
Representative GEARHART. I am not familiar with all of its implica-

tions because I introduced it as soon as it was handed to me and I tried
to indicate when I introduce the bill under such circumstances the limi-
tations under which I do introduce it.

Senator LUcAs. I am glad to get your explanation because I thought
in view of the theory and philosophy of the bill before us which was
introduced by you, 6556, and which takes us, in my judgment, back
toward the old days of tariff log-rolling, and in view of the fact that
you introduced H. R. 6579, which completes it, I thought perhaps
I might-

Representative GEARHART. I am not so good in arithmetic as I
might be. When you call off the numbers of the bills I am not sure
that I know what you are referring to. What is the other one which
completes it?

Senator LucAs. 6379 is the one which you introduced by request,
you say.

Representative GEARHART. Yes?
Senator LucAs. That is all, Mr. Chairman.
The CHAIRMAN. To which committee was that bill referred?
Representative GEARHART. It was referred to the Ways and Means

Committee.
The CHAIRMIAN. Have any hearings been set on it?
Representative GEARHART. No. I haven't asked for any hearings;

none whatsoever.
The CHAIRMA.N. Is there any Republican policy respecting it?
Representative GEARHART. None whatsoever. That is why I indi-

cated it was by request. I am not disavowing it. I don't know even
that much about it. It was introduced as an accommodation to two
very fine friends of mine.

The CHAIRMAN. Thank you very much, Congressman.
Representative GEARHIART. And thank you, Senator, for your very

great consideration.
The CHAIRMAN. Charles W. Holman?
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Make yourself comfortable, Mr. Holman, and identify yourself
to the reporter.

You are getting to be a frequent visitor here, and very welcome.

STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL
COOPERATIVE MILK PRODUCERS FEDERATION

Mr. HOLIAN. This is about the second time in 2 or 3 weeks, Senator.
My name is Charles W. Holman. The address is 1731 1 Street NW.,

Washington, D. C. I am secretary of the National Cooperative Milk
Producers Federation. That, Mr. Chairman, is a national organiza-
tion of dairy farmers, 32 years old, and with approximately 430,000
farm families in its membership.

These organizations own dairy marketing associations, some of
which are bargaining and some of which are manufacturing. In all,
these farmers marketed last year about 18 billion pounds of what we
call whole milk equivalent. We have been rather frequent and per-
sistent witnesses before this committee with respect to the trade
agreement act of 1934, and I am appearing in support of the House
bill, H. R. 6556, to the extent only that this bill approaches the historic
policy of the dairy farmers of America that are represented by our
federation.

We did not oppose the enactment of this law in 1934, much to our
regret. Our experience with this law since then has created among
our people a growing animosity which has caused them to come out
flatly for its repeal.

I am attaching to this statement a copy of a resolution adopted at
our annual meeting last November, and a copy of a motion passed by
our executive committee in December 1948.

(The resolution will be found on p. 252.)
The dairy farmers of America are vicarious sufferers of a wrongly

conceived congressional policy in 1934. They are direct sufferers of a
hostile program progressively built up by the State Department and
climaxed by the General Trade Agreement signed in Geneva, Switzer-
land, last year.

In that agreement import duties on dairy products were ruthlessly
slashed to levels ranging from 50 to 75 percent below the levels of the
Tariff Act of 1930. In terms of approximate computed ad valorem
rates, the import duties on dairy products fell from a range of from
19 to 61 percent in 1930 to about 9 percent at the present time.

On the basis of ad valorem computations, the State Department has
moved the dairy industry as closely as it possibly can toward the lower
levels of free trade. At the present time the ad valorem duty com-
puted-as you know, we are on a specific duty basis-butter is 8 per-
cent; casein, 9 percent, and that comes into this country largely from
Argentine; cheddar cheese, 9 percent; condensed milk, 8 percent in
cases and 9 percent in bulk; cream, 5 percent; dried buttermilk, 12
percent; dried whole milk, 7 percent; evaporated milk, 7 percent; non-
fat dry milk, 9 percent; and whole milk, 4 percent.

Senator BARKLEY. What are the specific duties, for instance, on
butter? You say you worked it out in terms of percentage, but what
is the specific duty?
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Mr. HOLMAN. The duty in 1930, and at a time when butter was ap-
proximately 50 cents a pound, was 14 cents a pound. In January of
1948 under the Geneva Agreement it was reduced to 7 cents a pound
on 50,000,000 pounds. Shall I go through the list for you, sir?

Senator BARKLEY. No; I just wanted one sample.
Mr. HOLMAN. I will use cheese also.
Senator BARKLEY. The higher the price the more the percentage,.

figured on a specific basis.
Mr. HOLMAN. At a time of higher prices, it is a cruel thing to do to

an almost entirely domestic industry to reduce the duties upon these
people when their costs are up.

For example, mill feeds of the earlier period were around $40 to
$45 a ton, and today they are $110 a ton; labor has gone up from $50
a month to $150 a month.

Senator BARKLEY. If butter were $1 a pound, it would still be 14?
How much did they reduce the tariff specifically on butter?

Mr. HOLMAN. From 14 to 7 cents a pound. That is for 50,000,000
pounds entered during the period from November 1 to April 1,
allowing 50,000,000 pounds of butter to come in during that winter
period, which is a quota larger than our butter imports in any year
in history.

Senator LucAs. What year was that?
Mr. HOLMAN. The Geneva Trade Agreement signed last year per-

mits imports to come in during the November 1 to April 1 period of
each year of 50,000,000 pounds of butter at a 7-cent-a-pound duty.

Senator LuCAs. Are we in short supply of butter in this country?
Mr. HOLMAN. Yes; we are in short supply of total dairy products

at the present time-total whole-milk equivalent, as we call it. We
have been for many years.

Senator BARKLEY. Has that reduction resulted in a reduction in
the price of butter to the American people?

Mr. HOLMAN. Not with a short supply. It could not possibly,
Senator.

The price of butter today is probably the cheapest price of any dairy
commodity.

Senator LUCAS. Some of the housewives would not agree with that.
Senator BARKLEY. The point is, how has the reduction from 14

to 7 injured you, if it has not reduced the price of butter to the
consumer?

Mr. HOLMAN. Senator, I am not proposing to discuss today the
current injury to the dairy industry because of the fact that since
the beginning of the World War, in fact, since the late 1930's, we
have not had a normal condition.

I am proposing to discuss the effect of these duties in relation to the
resumption of normality in our international trade.

Senator LUCAS. When do you think that will be?
Mr. HOLMAN. I think it will come within a relatively short time,

3 or 4 years from now, which is a short length of time.
In other words, we may get either normality or we may get a world

depression. If we get a world depression, then our condition so far
as imports are concerned will be even worse than it could possibly be,
under the present conditions.
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Senator LUCAS. You have not been injured up to date; have you
Mr. Holman?

Mr. HOLMAN. The reason we have not been suffering any particular
injury since the Geneva Trade Agreement is because the Govern-
ment, after saying to the rest of the world that this 50,000,000 pounds
of butter could come in, immediately put restrictions upon butter
imports.

Senator LUCAS. I do not see how you can say you are injured or
how you can speculate on injury when there is a short supply of butter
in this country, and the price of butter is as it is at the present time. I
just do not see how you can say that you are injured.

Mr. HOLMAN. It is our business to try to find out what is going to
happen to us as well as what has happened.

Senator LuCAS. I appreciate that. You are now speculating,
purely, as to what is going to happen. The only thing I am saying
is that in the last 13 years under the trade agreements the dairy indus-
try of this country has not been injured.

You agree to that?
Mr. IHOLMAN. Let us go back to this other thing.
Senator LUCAS. Do you agree to that or do you not?
Mr. HOLMAN. I would say the dairy industry was for a while

injured, so far as cheese was concerned. Immediately after the first
cut in the cheese duty on cheese coming in from Canada, the price of'
cheese fell in Wisconsin several cents a pound, and that lasted for quite
a number of months, until conditions readjusted themselves.

I would say that so far as the fluid milk and cream coming in from
Canada is concerned, the only thing that protects us at the present time
is the sanitary law and not the near free-trade duties which are now in
effect.

Senator LUCAS. Did the dairy industry ever have any injury under
the old tariff law?

Mr. HOLMAN. Yes; the dairy industry in the period between 1920
and 1921 and 1922 found that the emergency tariff rate on butter of 6
cents a pound was entirely inadequate to take care of the speculative
drops in the market, coming at that time largely from Danish imports.

That caused the Congress in 1922 to raise the rates from 6 cents to
8 cents a pound. Did you know that even then in the period following
1922, and before the act of 1930 went in, the conditions were such that
the Tariff Commission, acting under the congressional rule, found that
there was considerably more than 12 cents a pound difference in the
cost of production between American butter and Danish butter, which
is the highest cost butter anywhere in the world, except in the United
States.

As a result of that, the President raised the duty on butter from 8
cents a pound to 12 cents a pound.

In 1930 the Congress increased this duty from 12 to 14 cents, based
largely upon evidence which was produced as to the greater cheapness
in the production of New Zealand butter. Later on evidence was pro-
duced before the Tariff Commission showing that New Zealand butter
could be produced at 18 cents or more per pound cheaper than in the
United States, and as a result of that a counterduty was established
upon New Zealand butter, as I recall.
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Senator LuCAS. Your testimony definitely proves that you had
really more trouble under the old tariff laws than you have had in
the last 13 years under the reciprocal trade agreements.

Mr. HOLMAN. Yes; but we went into war conditions, and we went
into conditions where we had import controls over what could come
in, irrespective of duty. We also went into a condition where, no
matter what the American public might feel they needed themselves,
we had allocations and set-asides for the purpose of shipping abroad.

Senator LUCAS. All right.
Senator BARKLEY. Did you ask for a higher rate in 1940 than

you got; 14 cents a pound?
Mr. HOLMAN. We asked for 14 cents a pound in 1930, Senator, and

for correlating rates on all the dairy products related to fat.
We asked for a rate for approximately 6.5 to 7 cents on dry whole

milk, with correlations of the duties on those products which have
what we call milk solids in them, such as the casein, and the dried
milk, that is, the dried skim milk.

Senator BARKLEY. You got practically the rate that you requested.
Mr. HOLMAN. We got everything we requested in that particular

period, except casein. We had asked for 7 cents a pound on casein
and the Congress gave us 5.5 cents. That was the first time there
had ever been a correlated, scientifically constructed tariff schedule
for dairy products, and it worked very well for us until the State
Department began to monkey with it.

Shall I proceed, Mr. Chairman?
The CHAIRMAN. Go ahead.
Had you finished, Senator?
Senator BARKLEY. For the moment.
Mr. IOLMAN. As a result of this program great economic suffering

to the daity farmers of this Nation has been postponed only because
of the abnormal conditions produced by war and its aftermath. A
return to normality with the unleashing of the free play of the forces
of international trade will, in our judgment, crack the price levels
of American manufactured dairy products-that crack will be re-
flected in price breaks for fluid milk and cream in every milk shed
in the United States.

In this way farm income will be lowered and outlets for domestically
produced dairy products will be materially curtailed.

Upon several occasions prior to the signing of the Geneva agree-
ment, I took occasion to predict disastrous consequences if the rate of
duty on butter were reduced. In the Geneva agreement the duty
on butter was reduced from 14 cents to 7 cents a pound on amounts up
to 50 million pounds entered between November 1 and April 1-a
quota larger than our butter imports in any year in history.

The reduced rate on butter became effective January 1, but butter
imports have been negligible since that date. For that respite from
danger we are indebted to a most critical world shortage of fats and
oils, including butter.

Fats and oils generally, although not butter, are being allocated
by the International Emergency Food Council. Our Government does
its part in backing up those allocations by the manner in which it
applies export and import controls. It has followed the general
policy of denying licenses for the importation of butter.
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The principal importer of butter is the United Kingdom. Just be-
fore the war the United Kingdom took about 80 percent of the butter
entering into world trade. The principal butter-exporting countries
were Denmark, Australia, and New Zealand, which accounted for
about 65 percent of the butter entering world trade.

DIuring the war, production of butter was greatly curtailed in all
countries. Owing to the dependence of the United Kingdom on butter
imports, her butter consumption was greatly reduced during the war,
from near '25 pounds per capita to less than 8. The wartime ration of
3 ounces per week was only recently increased on a temporary basis to
4 ounces per week. That is equivalent to a maximum of 13 pounds per
year for those taking the full ration-about half the prewar per capita
average.

The ChAIRMAN. What is per capita average in America?
Mr. HOL-M N. Our per capita average was approximately 16.5 to 18

pounds per year, but now because of shortness of production of but-
ter, it is limited to just about the English average.

The Imperial connection between Britain and Australia and New
Zealand, and commercial arrangements with Denmark, has tended to
relieve the pressure of foreign supplies seeking entrance to the United
States. For example, the British Government has had a contract with
New Zealand ranging from about 301/2 to 311/2 cents a pound running
for 3 years. That is in terms of American dollars for butter delivered
at London. There is a comparable contract with Australia at a price
of 44.64 cents per pound, and another contract with Canada at a price
ranging around 39 to 40 cents a pound in Canadian currency.

Recently, and shortly after we denied access to this country of
Danish butter, the Danes contracted with England for a considerable
portion of their excess supply.

The action of the United States under the British loan, the Interim
Aid and the Economic Cooperation Act likewise have reduced the
pressure upon Britain to divert some of her butter to our shores.

The United Kingdom agreements are significant pointers to possible
developments. One agreement recently consummated with Denmark
prices Danish butter at about 57.5 cents per pound. You will notice
that, is about 20 cents a pound more than England is paying New
Zealand.

The 20-cent margin between this price and the price of butter in the
United States must have tempted the Danes and the British. Any
approach toward a balance in Britain's food supply, or in availability
to Denmark of the coal and steel which she is buying from Britain,
must surely release butter by the shipload for importation over our
newly reduced barriers.

The action in reducing our butter tariff must have counted on the
present scarcity to stall off the damage for a time. It is evidence of
short-sighted, irresponsible policies in the negotiation of these agree-
ments by the State Department. Congressional ratification is a min-
imum safeguard against such actions in the future.

H. R. 6556, providing for a 1-year extension of the Trade Agree-
ments Act and imposing some safeguards upon the exercise of its
powers, is at least a step in the right direction, and would be much
more acceptable to the Federation than a 3-year extension without
safeguards.
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The Tariff Commission in exercising the powers that would be
,conferred upon it by H. R. 6556 should be responsible only to the
Congress, and should not be subject to control or influence by the
executive branch of the Government. I recognize how hard that is.
Even in the twenties, and I had many cases which I handled before
the Tariff Commission at that time, when it was supposed to be re-
sponsible to the Congress, Mr. Chairman, the Tariff Commission was
really very much in the control of the Executive.

I think that can be cured by the proper type of legislation so it
will have at least as much independence as the Federal Trade Com-
mission today has.

It should exercise its powers in a judicial manner, as an impartial
fact-finding body. If that is done, the Commission could be relied
upon, and it would soon win the confidence of the public.

Unless it does operate in such a manner, it should proml)tly be
relieved of its duties under H. R. 6556 and some new safeguard should
be provided in its place.

If the Trade Agreements Act is to be extended, the extension should
not be for a longer term than that provided by H. R. 6556.

This is an election year, and it may be just as well not to consider
the merits of the act itself at this time. A temporary extension with
appropriate safeguards will carry the act beyond the election, after
which it can be considered on its merits in a more impartial and less
political atmosphere. If the act is to be continued, the length of the
extension and the modifications to be made in the provisions of the
act can better be decided after the outcome of the election is known.
There may be in the election returns some indication of the will of
the people. It would seem appropriate, too, that the wishes of the
President who will serve after June 30, 1949, should be considered
before a determination is made as to whether the act should be con-
tinued beyond that date, and if so, upon what terms.

We believe that Congress should make a careful study of the Trade
Agreements Act and its administration. Such a study cannot be made
now in the closing days of this Congress.

The Federation is not opposed to international trade, nor to the
expanding and developing of such trade.

However, we do not think it is necessary for Congress to abdicate
,completely to the State Department all power over international trade
agreements in order to promote international trade.

Nor do we believe that the broad general principle of promoting
international trade should be used as a subterfuge by the State Depart-
ment to commit the United States to international trade organizations
without the approval of Congress.

We do not think the State Department, in administering the Trade
Agreements Act, has given reasonable consideration to the wishes and
welfare of the American farmer. Although hearings have been held
on various questions, the arguments of the farmers have fallen on deaf
ears.

Senator LUCAS. You are speaking primarily of the dairy farmer
when you say the American farmer?

Mr. HOLMAN. Naturally; I am speaking primarily of our own
]people.
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Senator LUCAs. The other farm organizations are definitely on rec-
ord for this bill.

Mr. HOLMdAN. Yes. There are some organizations, though, that are
not on record for it, such as the western catlemen and the western
woohnen.

Senator LuCAS. I am talking about the three main farm organiza-
tions.

Mr. HOLMAN. They are in a very peculiar position, because they rep-
resent all kinds of farmers in all kinds of sections, and they generally
get themselves stymied as to policy because of that fact.

Senator LUcAs. You fellows never get stymied.
Mr. HOLMAN. Fortunately, no. We have our troubles, but we

rarely get stymied. I am just the hired man for these people.
Senator LUCAS. I know, and a very good man.
The CHAIRMAN. Mr. Goss of the Grange appeared against it in the

House.
Mr. HOLMAN. I am advised that he did, sir.
We have yet to find either sympathy or consideration for the farmer

in the State Department.
The CHAIRMAN. I mean Mr. Goss appeared against the Reciprocal

Trade Act, as I understand it.
Mr. HOLMAN. That is my understanding, sir. I might say the mem-

bership of the National Grange and the membership of the National
Cooperative Milk Producers Association, in this, if checked, would
be about 60 percent interlocking.

The action of the President and the State Department in binding
the United States to the General Agreement on Tariffs and Trade
justifies the Congress in terminating the broad powers heretofore
granted under the Trade Agreements Act. The act was originally
designed to permit negotiations for adjustments of tariffs. Now its
broad terms have been used to bind the United States to a new
international organization-a "little ITO." This has been done in the
very face of criticism and protests in Congress against the ITO and
directly contrary to the promises of the President and the State De-
partment to the effect that we would not be committed to the ITO
without the prior approval of Congress.

Senator BARKLEY. Are you speaking of the agreement entered into
at Havana?

Mr. HOLMAN. No, sir; I am speaking now of the agreement entered
into at Geneva.

Senator BARKLEY. The final agreement at Havana must be ratified
by Congress.

Mr. HOLIAN. That is true, sir, but in the agreement ratified at
Geneva most of the substance of the Havana charter was incorporated
and agreed to and signed by about 23 nations.

Senator BARKLEY. It is in the form of a trade agreement which be-
comes effective when each of the countries adhere to it.

I think now only 9 or 10 of the 23 have adhered to it.
Mr. HOLMAN. That is the Havana agreement you are referring to?
Senator BARKLEY. No; the Geneva agreement.
Mr. HOLMAN. Yes.
The CHAIRMAN. Your point, Mr. Holman, is that at Geneva they

signed this multilateral trade agreement which imports into the United
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States the substance of ITO, but insofar as the trade agreement is con-
cerned, they do not have to come to Congress for consent but they
recognize they must come to Congress for consent in ITO.

Therefore, by this indirection they have put the substance of ITO
into effect.

Mr. HOLMAN. With this limitation: That in the Geneva trade agree-
ment they did not go quite so far as they have gone in the Havana
proposal. But in the signing of this agreement when, as and if it is
ratified by the various nations of the world we are in it because
they don't have to go to Congress; our State Department doesn't. It
is already signed up.

The CHAIMAN. It has been suggested that under the Reciprocal
Trade Agreements Act there is no authority for the general provisions
in the Geneva multilateral treaty to which you refer.

Mr. HOLMAN. I see.
The CHAIRMAN. The State Department is giving us a 2-page brief

on that.
(The brief mentioned will be found on p. 470.)
Mr. IIoLMANs. The Federal Constitution vests in Congress the power

to legislate concerning international commerce, and reserves to the
Senate the right to approve or disapprove international treaties.
These important powers are vested in Congress because it is the repre-
sentative of the people in our three-point system of government. The
people have a right to insist that Congress perform these functions
and not delegate them without reservation to the executive branch of
the Government.

Congress must answer to the people for these trade agreements, and
it will not be a sufficient answer to say that this power has been dele-
gated to someone else without reserving control over it. In other
words, to be quite frank, Mr. Chairman, our people feel there has been
an abdication by Congress of its constitutional duties in the enactment
of the Trade Agreement Act of 1934, and that if such a method is to
be used in the future it should only be used after the Congress has
proposed to the people a constitutional amendment.

We feel that any of these methods of delegation whereby ratifica-
tion or approval does not come back to Congress is just a subterfuge
for getting around congressional responsibility. Jeam being perfectly
frank. That is the way our people have felt about this for several
years.

This will be particularly true if the Congress should now renew the
act without full and adequate safeguards after being warned of how
far the State Department will go if unrestricted.

That the State Department will not observe the wishes of Congress
unless forced to do so by limitations in the act is well demonstrated
in the General Agreement on Tariffs and Trade.

For example, there has been much doubt expressed in Congress over
the wisdom of setting up an international trade organization such as
the ITO. It was generally stated and understood that the United
States would not be committed to such an international organization
without the approval of Congress. Yet, as indicated above, we have
been bound for a period of 3 years to such an organization through
the General Agreement on Tariffs and Trade (art. 25, vol. 1, p. 58, Gen-
eral Agreement on Tariffs and Trade).
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Not only have we been bound for a term of 3 years to a "Little ITO,"
but we have also been committed to observe for 3 years, to the fullest
extent of our executive authority, the general principles of the ITO-
draft charter (art. 29, vol. 1, p. 62, General Agreement on Tariffs and
Trade).

Without the approval of Congress, we have been signed up and
bound to an agreement which provides that "on the day on which the
charter of the International Trade Organization enters into force, arti-
cle I and part II of this agreement shall be suspended and superceded
by the corresponding provisions of the Charter" (art. 29, par. 2 (a),
p. 62, vol. 1, General Agreement on Tariffs and Trade). Included in
part II are provisions dealing with internal taxes on imported prod-
ucts, the two-price system for encouraging exports, import and export
controls, saintary requirements for imported food products, and the
imposition of sanctions in the form of trade discriminations against
any member who does not comply with the letter and spirit of the
applicable provisions of the ITO Charter.

In hearings before this very committee the provision of the ITO
draft charter requiring observance of the spirit of the Charter as well
as of its express provisions was criticized by members of this com-
mittee. Disregarding this criticism, the State Department has bound
us for a perod of 3 years to the General Agreement containing sub-
stantially the same provision (art. 23, par. 1, p. 54, vol. 1, General
Agreement on Tariffs and Trade).

In the same hearings before this committee the section for the draft
charter for the ITO providing for only one vote for each member
regardless of size or volume of trade was soundly criticized by mem-
bers of the committee.

In spite of this criticism, the State Department has bound us for a
term of 3 years to a "Little ITO" in which each member has only one
vote regardless of size or trade volume (art. 25, par. 3, p. 58, General
Agreement on Tariffs and Trade).

In view of its actions in the past, how can the State Department now
face this same committee and demand that it be granted a further
extension of unrestricted power?

The CHAIRM AN. Mr. Holman, you, of course, have caught the point
that while we bav% the right to delegate to an agency of our own some
of our powers in this field, it is very questionable whether that agency
in turn has the right to delegate its delegation to some international
organization.

Mr. HOLMAN. Exactly. That is one of our grievances in connection
with this problem, Senator.

Why is it so necessary to the State Department program that Con-
gress not be permitted to review its agreements nor even to know what
is in them until after we have been signed up and bound?

Is the State Department asking, in effect, for unlimited power to
execute agreements which it fears Congress would disapprove if it
should see what is in them before they are signed?

After what has happened in the past, we think it is high time that
Congress know what is in such agreements, before they are permitted
to go into effect.

For these reasons we urge you not to extend the act now for more
than a temporary period; that no substantial extension be made until
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after a thorough study of the act and its administration has been made,
and that no future trade agreements be permitted to become binding
on the United States unless they have first been submitted to and re-
viewed by the Congress.

That ends my direct statement, sir.
Senator LUCAS. You would favor the complete repeal of the Re-

ciprocal Trade Act, would you not?
Mr. HJLMAN. That is the position of our organization, the result

of two resolutions which are appended to my testimony here. One
was passed by the St. Louis delegate body and the second was by the
executive committee in Chicago interpreting the force and effect of
resolutions under the conditions we faced.

Senator GEORGE. Without arguing the question, Mr. Holman, as to
whether you are right or wrong in advocating repeal, you are to b,-
complimented on your frankness.

Mr. HOLMAN. I thank the Senator.
Senator GEORGE. In saying that you do favor straight repeal of the

act you are to be complimented. You therefore favor the House bill
because it moves in that direction?

Mr. HOLMAN. That is correct, sir.
Senator GEORGE. That is your position?
Mr. HOLMAN. And if we could go further, we would like particu-

larly to get the right of court review into the act. Since 1934 we
have been unable to go to court for redress.

Senator LUCAS. Of course, if this act were repealed in its entirety,
we would automatically return to the rates of the Smnoot-Hawley
Tariff ?

Mr. HOLMAN. That is right, sir.
Smator LuCAS. That is what you would like to see done.
Mr. HOLMAN. We like that better than the present method.
Senator LUCAS. Let me ask you this question-
Senator BYRD. Did you say you would return to the rates of the

Hawley-Smoot bill passed in 1930? Would they be still operative?
Is that correct, Mr. Chairman?

Mr. HOLMAN. My position, Senator, is not that we necessarily re-
turn to the rates, but that we return to the method. I thought we were
discussing the method of trade relations rather than the particular
rates. The rates might be higher and they might be lower.

Senator BYRD. If we should refuse to continue this present pla,
then the rates that are now in the law, would then become operative;
is that correct, Mr. Chairman?

The CHAIRMAN. Except as they have been bound by existing trade
agreements.

Senator GEORGE. After the expiration of the existing agreements,
it would revert back to the rates; yes.

Mr. HOLMAN. Every one of the agreements that I have examined
presents provision for a 3-year basic agreement with permanent con-
tinuation, except that each of the contracting parties may, upon 6-
months' notice after the first 3 years, terminate it.

Senator GEORGE. That is right.
The CHAIRMAN. Mr. Holman, I invite your attention to the fact

that there is nothing in this bill from which it would follow inevitably
that there would be a repeal of the Reciprocal Trade Agreements Act.
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Mr. HOLMAN. That is correct, sir, according to our interpretation.
The CIAIRMAN. It extends the reciprocal Trade Agreements Act and

imposes restrictions on the power of the President and sets up a new
agency of presumed usefulness in Ihe matter with the power of con-
gressional review. It cannot be argued, I suggest, that if you pass
this act, the next act we pass must be repeal of the reciprocal trade
system.

Mr. HOLMAN. Not at all, Senator. I think probably the time has
come, as I have said in my formal statement, for a real review of the
situation.

Senator LUCAS. Does the distinguished chairman contend that this
bill does not point in that direction?

The CHAIRMAN. I would say it does not in any particular point to
that.

Senator GEORGE. It does not, necessarily.
The CHAIRMAN. It does not necessarily point to it.
Senator GEORGE. But Mr. Holman was frank enough to say he

favored this bill because it did move in that direction, so far as the
limitations and restrictions were concerned.

The CHAIRMAN. He did say that, Senator.
Mr. HOLMAN. I am frank to say it is a move toward Congress assum-

inga little more responsibility than it has in the past.
Senator GEORGE. I understood You and complimented you on your

frank statement.
The CHAIRMAN. The Chair was merely suggesting that, regardless

of the motive of the gentleman for favoring this bill with reluctance,
there is nothing in the bill that requires the further step of the repeal
of the reciprocal trade system.

Mr. HOLMAN. That is correct, Mr. Chairman.
We not only favor the bill, but we are all-out for its passage. We

will do everything we can to secure the passage of the House bill.
The CHAIRMAN. What you have said suggests to all of us that unless

we want the reciprocal trade system to fall we had better evolve a bill
that can pass the Congress, and the responsibility for its failure if it
does not pass the Congress will be on those who impose conditions
that can't pass the Congress.

Mr. HOLMAN. That is correct, sir.
Senator LUCAS. That might be the advocates of this bill. That is

where the responsibility might lie in the final analysis of the American
people.

Mr. HOLMAN. That is true.
Senator Lrc.As. May I ask this one question, Mr. Holman: Are

you familiar with the magazine known as the American Milk Review?
Mr. HOLMAN. It comes to our office, but I have not seen a copy of it

for 2 or 3 years. We have about 150 to 200 papers.
SenAtor LUCAS. Is that all they have?
Mr. HOLMAN. We have about 150 to 200 papers that come into our

office.
Senator Luc.ks. Are you familiar with any of the people who man-

age and operate that magazine?
Mr. HOLMAN. I don't know a single one of them.
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Senator LuCAs. Do you know what they said about the Geneva
agreement?

Mr. HOLMAN. No, sir.
Senator LUCAS. I do not suppose it would make much difference to

you, but I thought perhaps for the record we should probably read this
in. In their editorial on January 1948, they said this, under the
caption "The Geneva Agreement :"

We cannot agree with those in the dairy industry who view the cuts in our
duties on dairy products with alarm. We do not believe that the reductions, even
in butter, will affect the domestic market in this country any more than a BB
gun would affect a General Sherman. Our dairy business is a big industry.
It is one of the largest, if not the largest industry in the world. And do not get
the impression that the arrived-at pacts were all given on the part of this
country and its dairy field. It reflected horse trading all down the line, and
if this Nation made concessions it received offsetting concessions in return.

A great deal has been said from time to time about industrial leadership
Perhaps even more has been said about getting Government out of business and
the bureaucrat out of the market place. A lowering of tariffs and the reduction
of governmental fetters on international economic intercourse are steps in that
direction. If the dairy industry is to take its rightful responsibility of leader-
ship, then it must lead as a part of the whole and not as a self-centered battalion
that marches alone.

Along with millions of other men, your editor has seen two wars in 30 years.
Your editor has also seen with his own eyes the awful explosion of two atomic
bombs. Your editor has, therefore, little patience with those who would cry
before they are hurt-who would sacrifice one of the first concrete measures for
international accord on the altar of a fancilied ill

I read that because you are basing all of your testimony in speak-
ing on this and in speculating on what the future holds forth for
the dairy industry.

You practically admitted there has been no serious injury or threat-
ened injury to the dairy industry in the last 13 years.

Mr. HOLMAN. I would like to qualify your statement as to what
my position has been here. There are two phases to my position
under the direction of our people.

Senator LUCAS. I know what your position is. You made it very
clear.

Mr. HOLMAN. Primarily, in this testimony I am discussing Aitln I.
of the United States dealing with the foreign-trade lrobhlt .

Senator LU-CAS. You are'discussing -

Mr. HOLMtAN. Irrespective of injury.
Senator LrcAs. That is all right. I can understand how you could

have a valid objection from that angle, but what I have been talking
about primarily is the injury to the dairy industry in mv cross ex-
amination of you, and you practically admitted to me that there has
been no injury or even threatened injury during the last 13 years
to the dairy industry.

What you fear is a future injury which may transpire in years
to come. That is highly speculative.

Of course, this article goes ahead and says this:

As far as the dairy industry is concerned the agreements will probably not
make a great deal of difference. ('ontrary to some outspoken ,)iiion the agree-
ments will not "knock the props from under the American dairy farmer." It
is douhtful that the dairy farmers of the Nation will even know that the agree-
inents have been effected unless they read about them.

Mr. HOLMAN. That is the opinion of one man.
76984-48- 17
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Senator LUCAS. That is the opinion of, apparently-
Mr. HOLMAN. That opinion runs contrary to the trading experience

of our own organizations, all of which are business organizations,
which deal every day in the week with the problems of pricing and
marketing.

Senator LUCAS. I appreciate that. This is an editorial speaking
for the American Milk Review, which undoubtedly goes principally
to the dairy farmers of the country.

Mr. HOLMAN. It is my understanding it is a trade paper rather than
a farmers' paper.

Senator LUCAS. It may be.
Mr. HOLMAN. Hoard's Dairyman is the farmer's paper.
Senator LUCAS. I imagine some dairymen get this.
Mr. HJLMAN. I think it is mostly an office publication; that is, a

publication for people who work in offices, like myself.
Senator LUCAS. You ought to be very familiar with it, then.
Mr. HOLMAN. Mr. Sherman, one of my assistants back here, is quite

familiar with it, but doesn't find it interesting enough to read very
often.

Senator LUCAS. I can imagine that you wouldn't find something like
that interesting.

Mr. HOLMAN. If I had known this was in there I would have read it
very carefully before I came up here.

The CHAIRMAN. The appeal of the editorial seems to be that you
are crying before you are hurt. What is the sense of crying after you
are hurt? The point of crying is to keep from getting hurt.

Mr. HOLMAN. Senator, we know the time is coming when we are.
going to be hurt by this policy.

The CHAIRMAN. Any further questions?
(The resolution presented by Mr. Holman follows:)

REGULATING OUR INTERNATIONAL TR-kDE

Resolution Passed by Thirty-first Annual Convention of the National Cooperative,
Milk Producers Federation in St. Louis, Mo., November 5, 6, 7, 8, 1947

a
The National Cooperative Milk Producers Federation has always regarded our

international trade relations as being of utmost importance to agriculture. This
is because dairy farmers depend almost entirely upon domestic markets. In
terms of whole milk equivalent our imports and exports of dairy products have
been about equally balanced, although both represent a very small percentage of
the total dairy production of the United States. Because the principal outlet
for our dairy products is the domestic market, preservation of that market is a
foremost necessity.

Shortly after the First World War imports of storable dairy products and
vegetable oils bore severely upon the dairy industry. This caused a break-down
of dairy prices and threatened disaster to dairy farmers. Relief was sought and
obtained by a series of congressional tariff enactments ranging from the Emer-
gency Tariff Act of 1921 to the last permanent Tariff Act of 1930.

A foreshadowing of what was to come occurred in 1934, when Congress enacted
the Trade Agreement Act, by which it delegated its tariff-making powers to the
President of the United States. This law provided no congressional rule to guide
and direct the President with respect to his tariff powers. It limited him only
to changes in duties by 50 percent of any existing tariff rate. It permitted also,
the binding of any article on the free list, and the freezing of any article on the
protected list.

Since 1934, under this act, a number of trade agreements have adversely
affected dairy farmers. The present policy of the administration, furthermore,
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has been against legislation which would compel imported products derived from
plant and animal life and intended for human consumption to meet the same
sanitary standards that are imposed upon similar products from our own farms.

We are now on the verge ot another step through which the State Department
is driving us into new international entanglements. It may take many years of
unpleasant consequences to extricate ourselves.

THE INTERNATIONAL TRADE ORGANIZATION

The International Trade Organization is in the making. Its basis is a series of
some 70 bilateral trade agreements which were executed this year in Geneva,
Switzerland. These were followed by the signing of a general master trade agree-
ment, signed by 23 nations. Thus there has been laid the foundation for the
erection of a super world-state which will take away from the American people
important sovereign rights. It will put us into a position whereby with certain
other nations joining the International Trade Organization we will combine to
oppress nations which do not join. From nations within the International Trade
Organization we ourselves will be subjected to oppressive tactics if the actions of
our Government should not be acceptable.

The Federation recognizes the importance of the world trade situation and the-
desirability of cooperating with other nations in matters of world trade. How-
ever, we do not believe that the proposed International Trade Organization is the
proper solution of the problem. For the following reasons we are opposed to,
the United States joining the International Trade Organization:

1. The Charter would vest in an untried and untested international organiza-
tion broad powers over international trade, which could be used to affect
materially the general welfare of the Amercan farmers. There is no assurance
that such an organization will operate effectively and fairly.

2. The charter contemplates the substantial reduction or elimination of tariffs
and other import regulations, making no adequate provision for the fundamental
differences that exist between nations in standards of production and living and
in the availablity and cost of labor.

3. Although necessary sanitary regulations would be permitted under the
charter, the Organization would have the power to decide whether such regula-
tions were in fact necessary. Sanitary regulations which operated to interfere
with the trade benefits of other member nations would be subject to review by an
international organization-even though such sanitary regulations did not violate-
the specific provisions of the charter.

4. The charter would seriously impair present and future farm programs de-
signed to assure to American farmers a fair return for their products and to re-
lieve American agriculture from burdensome surpluses.

5. The charter would set up a system of antitrust and fair trade practice
regulations on a world-wide basis without adequately defining and limiting the
scope of such regulations.

6. A tariff committee which would be set up by the charter would have powers
out of proportion to the powers of the whole conference. This committee would
act for the Organization in proceedings under article 17 of the charter. The com-
mittee could require member nations to enter into and carry out negotiations
directed to the reduction of tariffs, and could impose sanctions against any nation
which it concluded had failed to do so within a reasonable time. This committee
would not b elected but would consist of all members of the Organization that
had signed the new general trade agreement. The committee would not be sub-
ject to supervision by the Organization and no appeal has been provided from its
decisions.

7. The provisions of the charter relating to private investment capital do not
provide adequate protection for such capital. Under the proposed charter, in-
vestments made by American citizens in foreign countries could be taken over not
only for the benfit of the foreign country but also for the benefit of the citizens of
that nation. Although payment of just compensation for the property would be
required, such payment would be made in the currency of the foreign nation and
no adequate provisions are made for withdrawing such payment from the foreign
country.

8. The discrimination contemplated by the charter against nonmembers of the,
Organization contemplated may tend to engender further unfriendly feeling
toward the United States.
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9. The International Trade Organization by providing for tariff regulations
through an international organization rather than through Congress would
remove the American people still farther from representation in such matters.

It is apparent that the administrators of the trade agreements and the sires
of the International Trade Organization are driving this country nearer and
nearer to a condition of free trade. It is also apparent that once the Interna-
tional Trade Organization is set up it will be most difficult for any one nation to
withdraw from it. To do so would be to risk oppressive sanctions by all of
the other nations that are members of the organization.

The conditions of the trade agreements program and the new relationships
envisaged in the ITO will foster the dumping into this country of products
from abroad and it will encourage seasonal imports from lands which have
cheaper production costs.

For dairy farmers neither livable domestic prices nor foreign markets can
be maintained unless there remains a reasonable protection against competitive
products such as have been described.

We urge the Congress to save the domestic markets for domestic producers.
If trade agreements are to be continued as a national policy, they should be

bilateral in character and ratified by the United States Senate. Rights of citizens
to appeal to the courts should be restored and no agricultural products should
be imported unless they carry duties that will equalize differences in costs of
production at home and broad, or at not less than the doinestic wholesale selling
prices.

ACTION OF EXECUTIVE COMMITTEE OF NATIONAL COOPERATIVE M' [ILK PRODUCERS
FEDERATION, DECEMBER 18, 1947

On motion of Mr. Moscrip, seconded by Mr. Moomaw, and unanimously carried,
it was resolved that the Federation go on record as opposing the extension of the
Trade Agreements Act. It was recommended that further extension of the act
lIe opposed on the ground, among others, that the new General Agreement on
Tariffs and Trade, recently negotiated at Geneva, Switzerland, goes so far beyond
the question of tariffs and the original intent of the legistlation as to justify the
termination of the authority heretofore granted to the President to negotiate
trade agreements.

Ad valorem equivalent of tariff rates on dairy products

Ad valorem equivalent of specific
rate

Product Unit Tariff rates,
act of 1930 In effect Act In effect

January 19107 Jam"
1948 19482

Butter -............ Pound -.. 14 3 7 38 8
C asein ------------------------------------- do -. .. 5 ; 214 (4) 9
Cheese, cheddar -...- do .- __- 7 5 3Y 61
Condensed milk, case - - do ... . 24 14 19 8
Condensed milk, bulk __ do ------ 2.53 1 29 9
Cream Gallon - - 56.6 6 20 (1) 5
Dried buttermilk ..... Pound -... 3 1V 12
Dried whole milk ...... - do ---- 6112 3b 257
Evaporated milk ---------------------- do ----- 1 8 1 23 7
Nonfat dry milk - do--- --- 3 1;i 42 9
Whole milk Gallon-.... V2 7 2 23 4

I Based on wholesale prices in the United States, average during 1930.
2 Based on avei age wholesale prices in the United States during April 1948.
s On not mole than 50,000,000 entered from November 1 to March 31 following of any year.
4 Not available.

But not less than 17 percent ad valorem.
6 On not more than 1,500,000 gallons in any calendar year.
7 On not more than 3,000,000 gallons in any calendar year.

The CHAIRMAN. Dr. Martin, please?
Doctor. make yourself comfortable and identify yourself to the

reporter.
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STATEMENT OF DR. ROBERT F. MARTIN, EXECUTIVE SECRETARY,
VITRIFIED CHINA ASSOCIATION, WASHINGTON, D. C.

Dr. MARTIN. Mr. Chairman, I am Robert F. Martin, executive sec-
retary of the Vitrified China Association, Inc., 312 Shoreham Build-
ing, Washington 5, D. C., and I am appearing to offer some comments
on the testimony of Mr. Clayton before this committee, and also before
the House subcommittee since he appeared there last, which left no
opportunity for rebuttal.

Mr. Clayton is a private businessman from the international cotton
brokerage business-the greater the trade, whether it be for peace
or war, the greater the brokerage.

Senator LUCAS. What do you mean by that?
Dr. MARTIN. I mean if you are in the brokerage business the larger

the volume of trade, since your return is keyed to the volume of trade,
so the larger your return.

Senator LucAs. Is that a reflection on Mr. Clayton?
Dr. MARTIN. No, sir. I am just pointing out the fact he comes

from a business that profits from an increase in trade regardless of
the purposes or reason for the trade.

Senator LUcAs. Are you indirectly saying that that is the reason
Mr. Clayton is for those treaties.

Dr. MARTIN. Oh, no.
Senator LUcAs. Go ahead.
Senator BUTLER. You are simply stating what you think is a fact?
Dr. MARTIN. That is correct.
Senator GEORGE. Is not Mr. Clayton a merchant? Is not the firm

a cotton merchant?
Dr. MARTIN. That was my idea; Anderson & Clayton were cotton

brokers or factors.
Senator GEORGE. Nothing but brokers?
Dr. MARTIN. I think he has some cotton interests if I recall cor-

rectly, in Brazil; if I remember correctly he went down to Brazil and
started some cotton plantations down there and brought in some
Japanese labor to run them to compete with the Ameri an cotton
growers.

Senator GEORGE. You got that out of some magazine, I presume.
Dr. MARTIN. I will check that and submit the confirmed statement

with all the sources to you. I have seen that in reputable sources.
Senator GEORGE. I would most respectfully ask you to check it and

see if the Anderson & Clayton Co. are not really the greatest cotton
merchants in the world.

Dr. MARTIN. I would accept that. I would say cotton factors or
merchants. I think the same principle applies, that the larger the
volume of business the greater is their business.

Senator LUCAS. I would say the greater the volume of business
might indicate the larger the loss if they were not good merchants.

Dr. MARTIN. They have been very good merchants. I am an
admirer of their merchandising ability, sir.

The CHAIRMAN. Those of us who know Mr. Clayton would not for
a moment impute any personal motive of gain in his position.

Dr. MARTIN. Oh, no, sir.
The CHAIRMAN. As far as this matter is concerned.
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Dr. MARTIN. I am simply introducing this factor at the moment
because all the way through in his testimony in the House each time
Mr. Clayton referred to the testimony of some other witness, said
"Now, remember, he is from a certain industry, and remember, he
has a certain position," and so forth. So I think it is only fair to
point out that Mr. Clayton also has some business interests.

Senator GEORGE. That is very true. He has a business that requires
exports, if it is to be a large-volume business. He must have exports.
He must have trade. I do not think that is any reflection on him or
his firm.

Dr. MARTIN. I will submit some references that I have on this oper-
ation in Brazil if I can locate them quickly.
(The reference is as follows:)

CURRENT BIOGRAPHY (1944 EDITION, P. 96)

Clayton. William L.(ockbart) * * * his accomplishments as a tremen-
dously successful cotton broker * * * before the day of the Hoover Farm
Board, which attempted to peg falling cotton prices, his favorite hate was the
tariff * * * he is a free trader who opposes "meddling" with the economic
machine in any way * * I in the meanwhile foreign production, encouraged
by the American cotton policy, has nearly doubled. Clayton himself has turned
to South America, "where lie taught the Brazilians to grow more cotton and
gin it better." His firm also expanded its operations in Argentina and Paraguay,
Clayton explaining in his testimony before the S nate Committee on Agriculture
in February and March 1936 that this expansion was necessary to do business
from Germany, since exchange conditions hampered it from carrying on trade
from the United States. * * * "The Clayton interests," according to PM,
"contributed to an agricultural labor service in Arizona which functioned in an
office adjoining the United States Employment Office and was found to have used
the Government frank in circulating handbills promising farmers and farm
workers prosperity in the Arizona cotton fields." Clayton was found in the
ranks of the Liberty League, to which he contributed $7,500 from 1933 to 1935.

Mr. Clayton is a private businessman, but represented the State
Department when he appeared before this committee and the subcom-
mittee of the House; he was on the State Department staff which
negotiated the recent agreements, and is now an official private ad-
viser of the Secretary of State. That is my only reason for mentioning
him; my concern is with the official testimony.

In regard to the accounting for 14 years of delegated congressional
power, it was expected that he would present an accounting of the
State Department's stewardship of the extraordinary powers dele-
gated by the President to it for 14 years under powers delegated in
turn to him by Congress in section 350 (a) of the Tariff Act of 1930.
In fact, since he has so frequently cited that act itself as the cause
of a major portion of the world's economic ills, it was expected that
Mr. Clayton would come to grips with what lie says is his basic prob-
lem and recommend its repeal or some further crippling amendment
of it.

Instead, he came into the inquiry demanding that no substantive
change whatsoever be made in the existing amendment of section 350
of the act.

Mr. Clayton did not even bother to tell either this committee or
the House subcommittee how much of its delegated and unreviewable
powers to reduce duties the State Department, acting for the President,
had already used up in the agreements already made. It fell to the lot



EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS 257

'of unofficial witnesses to introduce official information on this score
which showed that under the agreements the American tariff had been
cut or bound on 98 percent of our dutiable imports from the agree-
nent countries, and on 88 percent of our dutiable imports from all

countries combined, agreement and nonagreement, including Russia.
This involved a free gift extension of reductions or bindings on

53 percent of our imports from countries with which we made no
agreement at all.

In addition, of the other two-thirds of imports, which come in
duty-free, 91 percent were bound on the free list. If any considera-
tion was given to the probable effects on American industry and em-
ployment, and some legally possible reductions were not made on
this account, there can be very little in the way of concessions left for
trading purposes under an extension of the authority. The task of
the Tariff Commission in the near future under the provision of H. R.
,6556 would hence be very light.

What concessions did we receive in return? There are no tabula-
tions comparable to the above for foreign countries with which we
made agreements. At the House inquiry, the following was offered
by an economist introduced by the State Department; and I quote:

Mr. GELARW.ART. Do you think that our program has been successful in really
eliminating barriers to trade?

Dr. NoRTwuup. No, sir: I do not, but I think it is the only thing we have to
,continue to hope to make it successful. There are so many other barriers.

This from an advocate of changed extension after 14 years of
complete authority.

What would be done under extended authority?
Now, what did Mr. Clayton say the State Department intended to

do with the extended authority, if granted?
Aside from the claim that agreements would be made with some

ERP nations not heretofore considered worthy of inclusion in our
program during the past 14 years, and which account for under 5
percent of our trade, and have already received reductions free on over
half our trade with them, Mr. Clayton volunteered no information.
Under cross examination in the House, however, he mentioned a plan
to pervert the authority and use it to bind the United States to prin-
ciples anticipating the ITO, which the State Department is apparently
trying to avoid bringing before the Congress. He said:

One thing we have in mind, not only for the other agreements but for some
new agreements, is to bring them all into the multilateral agreement at Geneva
* * * we ought to try to get irto one multilateral agreement as we did at
Habana into a charter, and we ought to get all the countries that we can in that
one multilateral agreement-with not only tariff reductions but the general con-
ditions and statements and commitments as regards policies and principles in
International trade.

Apparently from this statement, brought out only by cross examina-
tion, it is the plan of the State Department to use the trade agree-
ments authority to obtain a world-wide agreement including the pro-
visions of the proposed International Trade Organization, which it
has not yet brought before the Congress for ratification. This would
in effect institute the ITO without reference to Congress.

Mr. Clayton was on the horns of a series of dilemmas when con-
sidering the House proposal to delegate power to the Tariff Commis-
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sion to fix upper and lower safeguarding limits. If he admitted that
the Commission is not only capable of this but has in effect been doing
it right along, he would weaken the stand for unrestricted power of
the State Department to ignore the Commission's findings; if he ex-
pressed a lack of faith and bias in a bipartisan agency versus a group
of agencies all responsible to one partisan head, he could not uphold
the validity of the escape clause which is administered by the Tariff
Commission.

I have set Mr. Clavton's statements on this score before the House
subcommittee and before this committee, in parallel columns, as fol-
lows; they speak for themselves:

HOrSE INQUIRY, MAY 8, 1948 SENATE HEARING, JUNE 1, 1948

Question. You have complete coofi- Mr. CLAYTON. All sorts of pressure
dence in the Tariff Comnission as now would, in. addition, be brought to bear
constituted, have you not? upon the staff of the Commission. No

AIl'. CLAYTON. Yes, sir; that is my agency placed in such a position could
experience, avoid overcaution. * * * Matters (of

interest to) other agencies would be ex-
cluded from consideration. * * * The
Tariff Commission would go into cost of
production, and that is a very poor basis
to go on.

Senator LUCAS. What was the question there?
Mr. MARTIN. In the second case?
Senator LucAs. Yes.
Mr. MARTIN. See, Mr. Clayton was just trying to indicate that it

was not safe to put this power in the hands of the Tariff Commission.
Senator LUCAS. Why did you not set out the question that was asked

of Mr. Clayton in the last case?
Mr. MARTIN. It was made in his prepared statement. There was

no question preceding this.
Senator LUCAS. You just picked out something in his prepared

statement that you thought was in line with this question that was
asked in the House?

Mr. MARTIN. That is correct. I assure you that is not picked out
of the context and misrepresented here. That is directly representa-
tive of Mr. Clayton's position.

Senator LUCAS. I would not expect it to be misrepresented. I
presume that is exactly what he said.

Mr. MARTIN. That is correct; taken from his prepared statement.
Senator LUCAS. But you picked out one little paragraph and used

that to answer a question or, rather, to challenge the statement that
he made in the House.

That seems to me to be somewhat unfair unless you put the whole
context in here so we would have an opportunity to look at it.

Mr. MARTIN. The whole testimony is available in the House inquiry
record if you would care to check it.

Senator LUCAS. I do not care to check it.
Mr. MARTIN. I did not just want to make a general statement and

leave it just as my opinion. I wanted actually to give some quota-
tions.

Senator LUCAS. You picked out what you thought would satisfy
you best.
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Mr. MARTIN. I picked out what I thought represented Mr. Clayton's
position at the House inquiry as compared with his position at the
Senate hearing.

Senator LUCAS. He changes his mind every other day. I have
noticed that.

Mr. MARTIN. Yes.

Question. Under the system as it has Mr. CLAYTON. At this same stage the
developed in the past 14 years, just what Tariff Commission makes an analysis of
is, the pfiton of the Tariff Commission the facts relative to the production,
in our scheme of things now? trade, and consumption of all products

Mr. CLAYTON. Frankly, Mr. Chair- listed for possible concessions by the
man, I do not know. I just would not United States and as to the probable
be able to answer that question. effect of granting a concession there-

on. * * * All of this material is
carefully studied.

Mr. CLAYTON. I know that they (the Mr. CLAYTON. Full Tariff Commission
Tariff Commission) are charged with participation in every phase of the ne-
the responsibility of making investiga- gotiation of trade agreements is one
tions and collecting information having (existing) safeguard.
to do with tariff matters. * * * Out-
side of that I just do not know what, in
the present scheme of things, you could
say their function of substance in the
present situation is.

The Trade Agreements Act itself provides as follows:
* * * and before concluding such an agreement, the President shall seek

information and advice with respect thereto from the United States Tariff Com-
mission, the Departments of State, Agriculture, and Commerce, and from such
other sources as he may deem appropriate.

The Congress that passed the original act put the Tariff Commission
first among the agencies that it directed the President to consult before
entering any agreement, yet Mr. Clayton was n'ot seemingly aware un-
til after H. R. 6556 was passed by the House a week ago that the Tariff
Commission had any important function in the program. He had,
however, discovered so much about the Tariff Commission by the time
he appeared before this Committee last Tuesday, that he could declare
that it would have to make extensive cost of production studies that
would take years to complete before it could reach any conclusions,
that it could not agree at all on any rates short of causing embargoes,
and that if it did get the authority contemplated in the House bill, in-
ternational chaos would result.

I have been around Washington for over 20 years, and have yet to
hear anyone testify that anything but total chaos would result if a
bureau's powers were controlled, transferred, diminished or abolished.
Let us pass over these natural horror-scare exaggerations and get at
the meat of the matter.

The facts are that the Tariff Commission made essentially the kind
of determinations contemplated in the House bill in connection with
the Geneva Agreement negotiations. I have here the 16 volumes of
data which were made public. In addition, the conclusions for each
commodity were set forth on blue sheets that were kept secret by the
State Department. The Tariff Commission has done this kind of job
before and can do it again.

The CHAIRMAN. Just a minute. Is there anybody here from the
Tariff Commission?
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Mr. BEN DORFMAN (chief economist, Tariff Commission). I am, sir.
The CHAIRMAN. Did blue slips accompany your analysis-making

conclusions and recommendations?
Mr. DDRFMAN. I could not say as to what.
The CHAIRMAN. Will you find out and let us know?
Mr. DORFMAN. I will be glad to.
The CHAIRMAN. The burden of the testimony so far has been that

you contented yourself with setting out digests of facts, but that the
Tariff Commission abstained from making recommendations.

Mr. DORFMAN. I will be glad to get that information.
The CHAIRMAN. This is a very important statement, if correct.
Mr. MARTIN. If I may comment there, those blue sheets, it is my un-

derstanding-I have not seen them, but I have ben informed about
them-were not in the nature of conclusions of the Tariff Commission
acting as a commission. They were simply in the nature of statements
by staff members as to the probable limits below which injury would
be incurred, and that sort of thing, what would happen if the tariff
were cut 25 percent or cut the full 50 percent allowed. In other words,
they were analyses of probable effects. They were not the establish-
ment of minima by the Tariff Commission acting as a commission.

The CHAIRMAN. Then what was the theory for putting those blue
slips into circulation?

Mr. MARTIN. To give the administrators of the program in the Gov-
ernment information that was not made available to the public.

The CHAIRMAN. What about this: Was it done with the knowledge
of the Tariff Commission?

Mr. MARTIN. Yes.
The CHAIRMAN. With the consent of the Tariff Commission; is that

right?
Mr. MARTIN. Yes.
The CHAIRMAN. May we infer fairly that the Tariff Commission

did not disagree with the recommendations that were on those blue
slips?

Mr. MARTIN. I can't answer that, sir. I would prefer you ask some-
one on the Tariff Commission. My belief is that the Tariff Commis-
sion has in many cases not been acting as a commission.

For example, Mr. Ryder in conference several times has given his
personal opinions as in his testimony before the committee not as the
finding of the Tariff Commission acting as a commission.

The CHAIRMAN. What is the official status of those blue slips? Are
they anonymous opinions of those in the lower echelons in the Tariff
Commission or are they authoritatively to be considered by the State
Department, or the Interdepartmental Committee, or by the country
committees or by the actual negotiators? What was the purpose of
those slips?

Mr. MARTIN. As I understand it, the purpose was simply to make
available to the negotiators the opinions, conclusions and any confi-
dential data that the expert himself in the Tariff Commission felt
would be useful to the negotiators, but which were not to be made
public.

The CHAIRMAN. Who is it? Who is the gentleman from the Tariff
Commission? Will you identify yourself I
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Mr. DORFMAN. My name is Ben Dorfman, Chief Economist of the
Tariff Commission.

The CHAIRMAN. What do you know about this blue slip business?
Mr. DORFMAN. I have not been authorized to testify.
The CHAIRMAN. You are authorized right now.
Mr. DORFMAN. I meant to suggest by the Tariff Commission. I will

be glad to answer your questions.
The CHAIRMAN. Then tell us what you know about this blue-slip

business.
Mr. DORr.MAN. I have very little to do with this particular matter,

myself. I was not assigned to trade-agreement work at the time. I
know there were data supplied along with the digests which are iii
front of you there for the confidential use of the negotiators.

I do not know to what extent that blue-slip material represented the
views of the Commission as such.

The CHAIRMAN. Was the blue-slip material put out with the knowl-
edge and consent of the Commission?

Mr. DORFMAN. It was put out with the knowledge and consent, but
as to whether the Commission itself subscribed to everything on the
blue slips, I do not know.

The CHAIRAN. The purpose of the blue slips was to establish peril
points !

Mr. DORFMAN. I doubt very much whether the blue slips went to
that length.

The CHAIRMAN. What was their purpose?
Mr. DORFMAN. To supply confidential information for the use of the

negotiators without making that information available to the foreign
teams.

The CHAIRMAN. Would that confidential information contain the
points beneath which cuts or concessions should not be made, or above
which increases should not be made?

Mr. DORFMAN. I cannot say, sir.
The CHAIRMAN. Will you find that out for us, and get it to us as fast

as you can?
Mr. DORFMAN. I will be glad to.
The CHAIRMAN. Go ahead, Doctor.
Dr. MARTIN. Mr. Clayton acknowledged that this had been done as

to the probable effect of granting a concession thereon, as is indicated
in the second quotation on June 1 shown above.

The CHAIRMAN. Of course, the information would indicate the prob-
able effect of a cut, and it would be equivalent to telling you not to cut
below a certain point; would it not?

Dr. MARTIN. It would be giving a warning, I should think; yes.
The CHAIRMAN. If you could see the effect would be injurious-
Dr. MARTIN. It would not necessarily be saying it is our judgment

if you cut below this,-such and such will result. It would not fix a
point as an absolute minimum. It might say if you cut so much, then
these things are apt to happen. If you cut so much, this is likely to
happen, and so forth, and leave it to the judgment of the negotiators
as I o how far they want to go.

The CHAIRMAN. All right.
Dr. MARTIN. As I have previously noted, there is not much left to

negotiate on during this year while a longer term policy is being
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evolved, in any event, so the Commission's problems on this score will
be limited.

As to comparative cost of production, the data that are needed for
adequate approximations for this, as one of the general factors to be
considered, can in these times be obtained in most cases from govern-
mental sources here and abroad. In the pottery industry and the other
handicraft industries where labor cost is the major element of cost, for
example, wage level figures are already available for the asking in the
principal producing countries.

Again, as to the perils of looking ahead by the Tariff Commission,
which so disturbed Mr. Clayton, one finds it difficult to reconcile his
complete faith that the Commission can determine when injury threat-
ens in connection with the escape clause, but lack of confidence that it
can determine when injury would threaten in connection with setting
a minimum rate.

By the same token, it is difficult to follow his logic when he predicts
prompt determination of prospective injury in connection with the
escape clause, but interminable delay for the same thing in connection
with determining a minimum rate.

All this does not alter the fact that he did not admit at one point
that the Tariff Commission has been making just such determination
all along, "as to the probable effect of granting a concession thereon".
See second quotation oni June 1 above.

Now, as to the Executive order and the escape clause itself, Mr.
Clayton expressed confidence in this as the infallible safeguard to
American industry, and finally expressed the view that no damage
would be done our world reputation if the language of Executive
Order 9832 were included unchanged in the extending act.

The CHAIRMAN. Dr. Martin, I think fairness requires it to be said
that there could be at least a temporary purpose in keeping confidential
the blue slips to which you refer, that there would be a sound purpose
to keep them confidential at least until after the negotiations had been
completed.

Mr. MARTIN. That is absolutely correct, sir. I was simply citing
that to show that the Tariff Commission had been doing this kind of
work that is contemplated under the House act.

Senator LUcAS. That is not what your statement implies.
Dr. MARTIN. I am sorry. What I meant to imply was simply that

the Tariff Commission has been doing this kind of work, and that there
is nothing really new contemplated in the nature of the work under H.
R. 6556.

There are two reasons why reliance cannot be placed on the Execu-
tive order covering this clause as written. In the first place, it contains
too many convenient escapes of its own. One of the three outstanding
escapes within the order is in the clause-

If, as a result of unforeseen developments * * *

All a Government administrator has to do is say that the develop-
ment was foreseen, and that lets him out; if anyone asks him to prove
it, he is sorry but the minutes of the meeting at which the matter was
decided are confidential.

Anyway, the State Department and other agencies on the Inter-
departmental Trade Agreements Committee have been relieved of
this responsibility by a declaration of the Vice Chairman of the
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Tariff Commission that under the existing Executive order: "It is
clearly for the President, and no other authority, to determine whether
the increased imports were the result of 'unforeseen' developments."
Thus, before relief could be given, the 'White House would have to
admit that something had happened that it had not foreseen.

If it does not choose to do this, however, there is another escape
available to the President under the order, which says:
* * * the Tariff Commission shall recommend to the President, for his con-
sideration in the light of the pmblic interest * *

This is much more high-sounding reason for not applying the escape
clause and no doubt would be cited in preference to the "unforeseen"
escape whenever the decision had been made not to use it because of
political or diplomatic reasons despite the Tariff Commission serious
injury report.

Secondly, I have tried to test out the sincerity and application of
the factors set forth by the administrator of this clause. He has
officially stated that one of the factors to be considered in determiniag
injury to American industry was thequestion of whether or not the
foreign country concerned had satisfactory alternative markets to
those of the United States.

I asked the straight question, if injury had been proven on all
counts, but a foreign country claimed that it had no satisfactory other
market, would application of the escape clause be withheld in this
matter on this latter account? The Tariff Commission Chairman
referred to me to the President, and in response to my inquiry
addressed to the President, Mr. Steelman wrote me a very cordial
letter evading the question. I introduced this correspondence in the
minutes of the House inquiry.

No. As written, the escape clause and Executive order contain too
many easy escapes for the administrators to mean anything as a safe-
guard provision replacing those in the House act. Mr. Clayton was
giving up no real discretionary powers of the administrators when he
finally conceded that this might not lead to chaos, if included un-
changed in the act.

The CHAIAMAN. Dr. Martin, could you suggest a revision of Execu-
tive order 9832 to make it suitable for inclusion in the bill we are
considering to carry out Mr. Clayton's suggestions?

Dr. MARTIN. Yes. I have the order here. The revision that would
be required would come in paragraphs 1 and 2 of part I of the order.

I would suggest striking out "of unforeseen developments" and re-
placing that phrase by. "in part."

Then further along in paragraph 1 Iwould eliminate "to be free to."
Then in paragraph 2, I would eliminate "of unforseen developments
and" replace that with "in part."

I would also eliminate "for his consideration in the light of the
public interest" and put in "who will thereupon order," then in place
of "recommend"A would put "report."

I -can write this out for the reporter, if you would like.
(Dr. Martin submitted the text of paragraphs 1 and 2 of part I

of Executive Order 9832 (issued Feb. 25, 1947) revised according to
his suggestions, as follows:)

1. There shall be included in every trade agreement hereafter entered into
under the authority of said act of June 12, 1934, as amended, a clause providing
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in effect that if, as a result in part of the concession granted by the United
States on any article in the trade agreement, such article is being imported in
such increased quantities and under such conditions as to cause, or threaten,
serious injury to domestic producers of like or similar articles, the United States
shall withdraw the concession, in whole or in part, or modify it, to the extent
and for such time as may be necessary to prevent such injury.

2. The United States Tariff Commission, upon the request of the President,
upon its own motion, or upon application of any interested party when in the
judgment of the Tariff Commission there is good and sufficient reason therefor,
shall make an investigation to determine whether, as a result in part of the
,concession granted on any article by the United States in a trade agreement
containing such a clause, such article is being imported in such increased quan-
tities and under such conditions as to cause or threaten serious injury to do-
mestic producers of like or similar articles. Should the Tariff Commission find,
as a result of its investigation, that such injury is being caused or threatened,
the Tariff Commission shall report to the President, who will thereupon order
the withdrawal of the concession, in whole or in part, or the modification of
the concession, to the extent and for such time as the Tariff Commission finds
would be necessary to prevent such injury.

The CHAIRMAN. I might say I have tried to secure the elimination
of'that from that order at the time the order was being considered, for
obviously if the test is no injury, then it does not make any difference
whether the injury is foreseen or unforeseen.

Dr. MARTIN. And it should not make any difference whether the
foreign country concerned feels that it has satisfactory alternative
markets.

I think the crux of the matter is injury being caused. What the
foreign countries think about it is not really pertinent.

The CHAIRMAN. Of course, it makes it very clear that injury is at
least not the exclusive test.

Dr. MARTIN. In conclusion, I offer the opinion, based on years of
intimate knowledge of the workings of this act from its inception,
that the amendments included in H. R. 6556 will in no way weaken
our influence in the world, but rather help keep us strong at home
while we are helping other nations of the world back on their economic
feet. ,

The CHAIRMAN. Any questions?
Senator GEORGE. Yes ; would like to ask Dr. Martin one question.
You referred to Mr. Clayton's business and his operations. Just

what is your association, Dr. Martin?
Dr. MARTIN. Mr. Clayton was very insistent on getting that in the

record in the House inquiry, although I identified my association then,
as now. I am the executive secretary of the Vitrified China Associa-
tion, which represents the chinaware producers of the United States.

Senator GEORcGE. Do you have tariffs-?
Dr. MARTIN. Yes, sir; we are very much concerned over the tariff be-

cause our labor costs in household chinaware are 75 percent of our total
costs. It is a handicraft industry. So, when we are in competition
with the United Kingdom, with a pottery wage one-third of ours, and
German and Czechoslovakian wages a quarter to a fifth of ours, and
Japanese wages which are one-tenth of ours, ,particularly where our
wage cost is such a terrifically high proportion of our total cost, of
course, we need protection. We have to pay, and believe in, the United
States minimum wage. At present the minimum common labor wage
in our agreement with the union is $1 an hour.

Senator GEORGE. What is your prevailing tariff rate now?
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Dr. MARTIN. It just recently has been changed by the Czechoslo-
vakian agreement recently signed. There are three price classifica-
tions. The highest priced classification tariff has been cut a little
over 50 percent, from a rate of 70 percent and 10 cents a dozen, to 35
percent.

Senator GEORGE. Seventy percent ad valorem?
Dr. MARTIN. That is correct, based on foreign value however, not

American selling price.
Senator GEORGE. Plus so much per piece?
Dr. MARTIN. Yes, sir; 10 cents a dozen. This also was cut 50 per-

cent in the agreement with the United Kingdom under the Geneva
arrangement. Then the medium-priced bracket was cut about 35
to 40 percent in the agreement with Czechoslovakia, signed by us
after that country had gone behind the curtain.
. Senator BUTLER. Would this agreement originally made with
Czechoslovakia under the most-favored-nation clause be applicable
all over?

Dr. MARTIN. Yes, sir; we are very much concerned at the present
time that the Japanese china will come in under that rate. I believe
the purpose of the negotiators was perfectly correct and proper and
,praiseworthy. That is, they tried to leave the tariff as is for the Japa-
nese product. In Japan girls are sold to the manufacturer, or rather,
rented to him, at the age of 8 to 10, and they must live in dormitories
on his property, and they cannot leave the factory or dormitory prop-
erty without his consent. They are to labor for him in any way he
wants until they reach 18 or 20, when he is supposed to turn them
loose as individuals again. In England they have child labor as well
as a wage rate in the potteries that is about a third of ours. We are
very much concerned over the comparative labor costs. That is the
matter that worries us in the china industry.

As a matter of fact, I have had this up with the Tariff Commission
a number of times. The industry is only concerned in equalizing the
labor cost. If that single factor can be equalized and still we can"
compete, then we are not economic enough to continue, and I think
there is justification for saying that we should go out of business.

The CHAIRMAN. Do you have a machine advantage?
Dr. MARTIN. Very little. The British have been using American

equipment. In fact, Wedgewood put up an entirely new plant with
entirely modern equipment during the war. The Army has had
a couple of American ceramic engineers in Japan modernizing their
production there, and we are loaning them the money to buy the
equipment to modernize their plants also. Our American occupation
authorities of course are acting not for the direct purpose of giving
us an unfair competition, but rather to get production going over
there so that the potteries products can be shipped to this country to
get dollars which they want-to offset against the occupation costs.

The CHAIRMAN. There is quite a little criticism of the bill on the
ground, which is not mentioned in the bill, that the Tariff Commis-
sion would study costs of production. Your testimony indicates that
that is a very relevant field of inquiry.
I • Dr. MARTIN. Yes, sir. It is only one factor to be taken into account,
but particularly where you have a very great difference, as in the
case of the industry with which I am connected at the present time,
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in strictly labor costs, that certainly should come into account as a
factor. But it is not difficult to determine. We have an industry-
wide bargaining agreement with the union. The rate is uniform
through all the plants. In England the British Pottery Federation
has an agreement with the union there. The rates are uniform. It
is not difficult to get the data to base a judgment on.

The CIIAIRIIAN. The stock argument of those who are in favor of
the system as it is that our technological facilities are so advanced
that they more than offset the difference in labor costs. 'I gather
from what you say that that certainly is not true in some industries
and perhaps might be true in others.

Dr. MARTIN. That is correct. In the mass production industries
there is no doubt that it is true, but when you come to the so-called
handicraft industries where the labor cost is the crucial item of cost,
there definitely the superiority of the relatively unimportant machine
is not an offsetting factor.

The CiTAIRMAN. Are there any further questions?
Senator Lu-c.xs. Yes: I should like to ask some questions. I am very

glad to get this last information. I expected the witness to give us
in the manuscript some information on how his industry had been
injured, but apparently it was a sort of feud with Mr. Clayton all the
way through. I am glad to get these last questions on the record.

Dr. M.RTIN. I rather felt that this kind of detailed information
was the type of thing that the Tariff Commission, the State Depart-
nent, the Committee for Reciprocity Information, and others con-
cerned with the program would consider, and that this committee
was concerned more with policies and commentaries on what had gone
into the record here. Mv concern with Mr. Clayton was only as he
reflected State Department positions with which I disagree. I admire
him personally, though I disagree with him in the matter we have
been discussing.

Senator Lvc.\s. Your manuscript would make a very good argu-
inent on the floor of the United States Senate for a Senator who favors
yo1ur position. I can understand how he might be able to use that
argument very well. I had hoped you might give this committee some
infonuatioul on how your industry has been injured as a result of these
reciprocal trade agreements, but I find nothing in your manuscript
that does that. Can you give us some information about that?

Dr. MARTIN. We are at present preparing a document for submis-
sion to the Tariff Commission concerning the injury that is occurring
at the present time. Up to just recently the shortage has been so
great. and we have had wartime conditions, and so forth, and we have
not been injured. We are beginning, however, to feel the impact
very badly of imports from the United Kingdom and Japan. Japan
is coming up very rapidly.

Senator Luc.ks. What is the import in this country that affects you?
Dr. MARTIN. Recovery there has been so rapid that, oraT imports

at the present time are larger than they were prewar.
Senator LUTCAS. What are the particular items? What. is the type?

What articles are coming in here that affect you?
Dr. MARTIN. China, table and kitchen ware, covered by article 212

of the Tariff Act.
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Senator LUCAS. Is not the great bulk of the total domestic produc-
tion of all chinaware hotel or restaurant chinaware?

Dr. MARTIN. Yes, sir. That is, I should say, about four-fifths of
the china, not including earthenware and semivitrious ware, just vitri-
fied china itself.

Senator LUCAS. There has been no reduction in the tariff rates on
that domestic production, has there?

Dr. MARTIN. We are not now concerned particularly over that be-
cause it is a commercial product and freight is very high on it. There
has been a reduction on one type, but that has been unimportant to date..

Senator LUCAS. You say that is four-fifths of the production.
Dr. MARTIN. Our production is much more mechanized in that field

because that is heavy commercial ware, than it can be in the household
china field. The household china is much more an art anid handicraft
product.

Senator LUCAS. I understand that. You say this is four-fifths of
the total production. I am just asking whether or not it is a fact that
you still enjoy the same production under the general agreement as
before, namely, 60 percent or 70 percent ad valorem, plus 10 cents per
dozen pieces.

Dr. MARTIN. Not on bone china.
Senator LUCAS. I am talking about the nonbone hotel or restaurant

chinaware, which you say is four-fifths of the production of your
industry.

Dr. MARTIN. It is not four-fifths uniformly in every plant. There
are some plants that make only household china. There are some
plants that make only hotel china. So, you can't, take an average
statistic and say the plant can get along by producing four-fifths and
let this one-fifth go. That is not so. There are some plants making
solely household china, and unfair, cheap labor competition could drive
them out of business.

Senator LUCAS. Can you name for this committee one plant that is
making household china that has been injured by the reciprocal trade
agreements program during the last 13 years?

Dr. MARTIN. We are just beginning to get injury now; yes, sir.
"Senator LUCAS. That is not the question at all. Why do you not

produce that for the committee so that we can have it here, rather than
making an argument against Mr. Clayton?

Dr. MARTIN. You remind me of the man
Senator LUCAS. I do not remind you of anything. Just answer my

question.
Dr. MRTIN. I will answer your question this way, if you will allow

me to answer it my own way.
A man was sitting beside a railroad crossing andl he saw another man

tied to the track. The train was whistling, coming down the track,
and the man who was tied ther yelled, "Help, help." The man who
was standing beside the railroad track said, "What are you worried
about? You ain't been hurt yet."

Senator LUCAS. That is a very apt illustration.
Dr. MARTIN. We see this Japanese ware coming in here at prices that

we cannot possibly touch. Its volume is increasing every month. A
that volume increases, we are being hurt.

76984--4 -18
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Senator LUCAS. Your domestic industry experienced an all-time high
in sales in 1947. Is that not right?

Dr. MARTIN. That is correct, yes, sir.
Senator LUCAS. Yet you are just about ready to be run over by this

train.
Dr. MARTIN. We are already having some orders canceled, advance

orders for delivery 6 months or a year from now. Orders have to be
put in ahead in this industry because so many special patterns are
requested and have to be made up specially for the customer. We are
experiencing some cancellations now because our customers say, "We
can get them from Japan." That is just the beginning.

Senator LUCAS. It is pretty difficult for me to understand how
anyone is being hurt when he had an all-time high sales record in
1947.

Dr. MARTIN. We are not complaining about 1947. We are com-
plaining about the future.

Senator LUCAS. That is right. You are speculating on the future,
although you have never been injured during the last 13 years under
the reciprocal trade program.

Dr. MARTIN. The first agreement we made cutting the china tariff
was made with the United Kingdom in 1939. War came in right
after that. In fact, it was already going, I believe, in some parts of
the Orient, like Manchuria. We have had no opportunity in all that
time to see just what the results of these tariff reductions would be.
However, we are now getting evidence of it.

Senator LUCAS. I regret that the witness cannot furnish some
facts. I think this committee is interested in facts, and not in an
argument here as to whether Mr. Clayton is right or whether he is
wrong. If his industry has been injured, that is what I would like
to find out. If this witness can submit any facts, I would like to
have them, rather than a long-winded argument as to whether Mr.
Clayton is right or wrong or whether Mr. Clayton has challenged
himself a few times before committees.

Dr. MARTIN. We are not at war with Russia.
Senator LUCAS. You are at war with the State Department.
Dr. MARTIN. Let me say that on our part it is a defensive war;

yes, sir. We are not at war with Russia, but we are not saying we
have not been injured up to this point, and therefore we are not
going to be injured in the future, and therefore let's forget it.

The CHAIRMAN. You hear the whistle.
Dr. MARTIN. We hear the whistle.
Senator LUCAS. Not very loud. It is away down the track.
Dr. MARTIN. We also know that that track has been laid right up

to our front door.
Senator LUCAS. That is the reason that you had the greatest sales

that you ever had in the history of your industry in 1947, because
the track came right up to your door through the reciprocal trade-
agreements program.

Dr. MARTIN. Because that program was so overshadowed by
world-shaking events, we have not been hurt yet, that is correct, but
we know what is coming.

Senator LUCAs. All right, let us go back to 1932 and the Smoot
Hawley tariff. You were in great shape back there in 1932.

- - ___ __A
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Dr. MARTIN. I don't advocate that.
Senator LUCAS. I thank you for that. I am glad to hear that.

Some people seem to want to go back there.
Dr. MATTIN. Not a bit.
Senator LUCAS. The chinaware boys do not, and that is very com-

mendable.
Dr. MARTIN. It is purely self-interest. Don't commend us for it.
Senator BUTLER. If we do not hear the whistle, though, and maintain

our national income, we are likely to' be back there, are we not?
Dr. MARTIN. We certainly are.
Senator LUCAS. You fellows from Nebraska and the prairies know

that it takes a long time in the great open spaces.
Dr. MARTIN. I am not particularly sold on our new economic plan-

ning ideas. I recall that the Committee on Recent Economic Changes,
which comprised the leading economists in the United States, reported
to Mr. Hoover in 1928 and 1929 that economically we had a boundless
field before us. He had no warning whatsoever of that, any more than
Mr. Hull had of Pearl Harbor bombs when he was sitting in his office
negotiating a trade agreement with the Japanese envoys at that very
moment.

The CHAIRMAN. We are supposed to have 8,000,000 unemployed
right now.

Dr. MARTIN. According to the planners; yes, sir; 8 to 12 million.
The CHAIRMAN. I suggest that we omit all of these diverting matters

and resume our role at the whistle stop.
Dr. MARTIN. May I make one very brief statement which will take

1 minute?
The CHAIRMAN. Yes.
Dr. MARTIN. In 1930, a few years before he became dictator over

trade agreements and during a discussion in Congress of the possibility
of allowing the President to manipulate tariffs, Cordell Hull said:

It is entirely too much power for a bad man to have, and too much power for a
good man to ask for.

The President on more than one occasion has proclaimed the necessity
for continuing his power of life or death over domestic industries.
The United States tariff barrel is almost empty now, and I emphasize
that as the danger point is reached or passed, unchecked authority by
one man, the President, is more than a bad one should have and more
than a good one should ask for.

I thank you.
The CHAIRMAN. Mr. Besse, please.
Mr. Besse, will you make yourself comfortable and introduce your-

self to the reporter?

STATEMENT -OF ARTHUR BESSE, NATIONAL ASSOCIATION
OF WOOL MANUFACTURERS

Mr. BESSE. My name is Arthur Besse. I am employed by the Na-
tional Association of Wool Manufacturers. I am urging the passage
of H. R. 6556. This bill has been carefully considered by the Ways
and Means Committee and should be passed by the Senate in the same
form as approved in the House.
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I confess that I am disappointed that Congress has not seen fit to
give consideration to a comprehensive long-term foreign trade pro-
gram. However, in the press of other business, this has not seemed
possible and as an interim measure, pending the time when the Inter-
national Trade Organization Charter receives the attention of Con-
gress, this bill has much to commend it.I am going to speak a good many times of Mr. Clayton. I would
like to say I have the highest respect for Mr. Clayton. I mention him
only because he is the official State Department spokesman.
Mr. Clayton does not believe I should appear in opposition to his

particular brand of trade agreements extension. He has so stated.
Mr. Clayton has pointed to the profitability of the wool textile industry
in 1946 and 1947 as a reason why my testimony should be disregarded.
He states that our industry is prosperous, is on a export basis, and can
compete with others in the markets of third countries. Presumably
this indicates that we should welcome a further cut in United States
tariffs, even though this prosperity turns out to be a temporary matter.

Mr. Clayton contrasts our more recent profit record with 1938 when
the industry lost a substantial amount of money. Mr. Clayton forgot
that it was in 1938 that the first cut in the duty on wool fabrics was
negotiated with Great Britain. If tariffs are lowered when we lose
money, despite our difficulties, and lowered when we make money,
because of that fact, it is obvious that there can be no circumstances
which, in Mr. Clayton's opinion, would not justify reductions. The
changes are always to be downward whatever the current circum-
stances.

While, as I have already said, I would have wished that Congress
could have given consideration to a long-range foreign trade program,
I feel that I want to speak in favor of the proposed bill H. R. 6556
because of the completely unsupported attacks made on that bill by
Mr. Clayton and other administration spokesmen. Mr. Clayton's
objections to the bill, in my opinion, are without merit.

The bill has been attacked on the ground that a 1-year extension
is too short. This can be charged to the State Department itself.
The proposed International Trade Organization is, among other
things, a permanent trade agreements program, providing for con-
tinuing tariff reductions negotiated by the horse-trading system.
Presumably the State Department will present the charter for con-
gressional approval next year. Certainly there is no warrant for a
longer extension of the trade agreements act at this time when the
whole theory of this method of determining tariff rates is to be con-
sidered by Congress within a short time. Had the administration seen
fit to present the charter to Congress at this time, no question of a
limitation on the time during which this delegated authority could be
exercised would have arisen. No valid objection can be levied against
the single year's extension, since the charter with the trade agreements
principle incorporated as its most important feature is so soon to be
considered.

Mr. Clayton asserts that a year is too short a time to conclude any
agreements. But he states that nothing special is in mind in the way
of new agreements, except for Greece, I believe. If that is so, there
ohl seem to bme no reason for not postponing further action at this

time.
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Mr. Clayton has not made it clear that if there is no extension of the
act all present duties remain in effect, without change. All that would
happen would be that there would be no new cuts. Mr. Clayton stated
that the effect of tariff changes could not be determined until they had
been in effect for a considerable time. Why is he not willing to wait
to see what effects the cuts made at Geneva will produce before they
experiment with a lot of new ones. "Experiment" is not an unfair
expression. He speaks of "calculated risks," but what he says is a
clear indication that they are risks which must of necessity be
uncalculated.

The objections raised to providing for a congressional veto are with-
out merit. Such a veto could be exercised only if the President makes
reductions beyond the points specified by the Tariff Commission as
"causingor threatening serious injury to domestic producers * * *
or impairing national defense," in whiich case Congress would have the
right to pass a concurrent resolution disapproving such action. This
provision is nothing more or less than a means of implementing the
"escape clause" now incorporated by President Truman's Executive
order in all trade agreements.

Objection to the veto provision can only mean that there is actual
intent to cause such injury. It has taken 14 years for the State Depart-
ment to comprehend what seems to be an elementary truth, that you
cannot give a part of our domestic market for competitive goods to
foreign countries without taking it away from our own producers.

But realizing that, Mr. Clayton still wants to deliver the domestic
market to foreign producers. His testimony is an admission that
this will cause serious injury to domestic producers. But he insists
we must import, whether we need imports or not. If the State Depart-
ment is of the opinion-and this is the way I read Mr. Clayton's testi-
mony-that our surplus products must be sold abroad, and that it
makes sense to destroy certain other industries in order to get paid for
our exports in goods which we now make for ourselves, I humbly sub-
mit that Congress should make sure it has a chance to pass upon the
list of domestic industries marked for slaughter.

Senator LUcAs. Do you believe we can live alone in this country?
Mr. BESSE. No, sir.
Senator LUCAS. You believe in exporting, do you?
Mr. BESSE. If you have a valid purpose for exporting. If you have

no valid purpose, if you export merely with the intent of disposing
of a surplus, it doesn't make sense to me. If you export in order to
secure something that you do not have in this country, it does make
sense.

Senator Lucxs. You would protect every industry in this country,
regardless ?

Mr. BESSE. No, sir.
Senator LUCAS. I say you would not protect every industry in this

country ?
Mr. BESSE. I would protect the industries that we want to preserve

in this country and that we can only preserve if we have protection.
That doesn't mean every industry.

Senator LUCAS. Then some industries under your theory would
have probably to go in the interest of the greatest good. Is that true?
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Mr. BESSE. That is something you should consider. You have to
determine whether the industry is something you want to preserve or
don't care about.

This veto power should definitely be retained in the bill. The opera-
tion of the escape clauses is based upon an analysis of economic cir-
cumstances. The testimony of Mr. Clayton indicates that other
factors are of determining status. Can Congress afford not to keep
some check on these "other factors"? I think not.

We have been told that other countries would very much deplore
what is characterized as "any serious weakening of the Trade Agree-
ments Act." I very much question this statement. Nowhere in the
record is there any indication that foreign countries are in favor of
this program.

Foreign countries for the most part have been bribed or threatened
into entering into these pacts. A powerful factor was the threat to
withhold Marshall plan aid. The impetus for these agreements al-
ways comes from the United States. We can properly describe for-
eign countries as "reluctant." It is possible that foreign opinions are
somewhat more favorable than they were previously, now that foreign
countries have found that they can cancel the concessions which they
make to us without running any danger that we will cancel the con-
cessions we accord to them.

We obviously cannot continue on this basis, however. We are cur-
rently collecting as duty less than 16 percent of the value of all dutiable
imports, or about 6 percent of the value of all imports. Foreign
countries can hardly expect that we will go much, if any, further.

If foreign countries are so enamoured of this program, it seems
odd that none of them has made representations to the United States
at a time when the continuance of the program was under discussion.

The program has actually created ill will in the one country with
whom our relations have hitherto been the most cordial. Nothing,
in my opinion, has done as much to impair our relations with Great
Britain as our insistent attempt to break down Empire preference.
We tried to incorporate a reduction in Empire preference in the
British loan; we tried to break it down at the Geneva conference on
tariffs and trade.

The CHAEMAN. Also in connection with the lease-lend cancellations.
Mr. BEssE. That is correct.
We also strove to incorporate into the ITO provisions which would

require Great Britain gradually to reduce all preferences. Our at-
titude has been incomprehensible to the British, and the more so be-
cause we have endorsed the principles of customs unions, which are
in essence an empire preference system carried one step further.

Senator LucAs. Do you think we were right or England was right?
Mr. BESSE. I think lngland was right.
Senator HAWKES. Is it not a fact that the ablest men in England

said they just could not do the things that certain people in authority
there agreed to do when we made them these loans and all these other
things, that they could not do those things and live?

Mr. BESSE. Let me say very able people have so stated. I would
not want to say they were not the ablest.

Senator HAWKES. Including one of the ablest in the world.
Mr. BEssE. That is right.
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Senator HAWKES. I mean Mr. Churchill.
Senator LUCAS. It is marvelous to find someone defending England,

because most of them are hammering away at her over on the Senate
floor most of the time.

Mr. BESSE. If there is any indication that foreign countries would
shed any tears over the discontinuance of this program, this is the
time to produce the evidence.

One word more about my own attitude. Why am I concerned over
the possibility that the President and the State Department may be
given continuing authority to make further tariff cuts without reason-
able limitations of an economic character? I think I can state it very
simply. Mr. Clayton says, "One wonders what we are afraid of in
the United States in competing with the rest of the world." I take
that to mean that no matter how low our tariffs are, industries should
have no difficulty in competing with producers abroad. But if we
find we can compete, there is, of course, no increase in imports. How-
ever, Mr. Clayton's whole emphasis is on increasing imports. The
only way he can accomplish an increase in imports of dutiable items
is to reduce tariff rates below the point where domestic producers can
meet the resulting competition. We are afraid of the program because
we have a lively appreciation of what will happen to certain Amer-
ican industries if tariffs are reduced to such a degree that foreign
producers drive us out of our own market. Mr. Clayton, by his own
statement, indicates that he does not comprehend the implications of
the program which he advocates.

Mr. Marshall has stated that he would prefer no extension of the
trade agreements program to an extension on the terms provided in
H. R. 6556. I would suggest that he be taken at his word and that
no renewal be voted. No possible harm could come from such a step.
Our present duty rates would continue without change and the whole
matter would receive careful and detailed consideration next year
as a part of the International Trade Organization proposal.

If the committee does not see fit to accept Mr. Marshall's alternative
of no extension, I would recommend that the House bill 6556 be passed,
but passed as it is. I hope your committee will not agree to any crip-
pling amendments.

The CHAIXMAN. He has gotten in the habit of delivering ultimatums
to Congress. He talks to Congress as he would to one of his strikers
who is not putting the proper polish on his boots.

Mr. BESSE. My suggestion would be that he be taken at his word and
no renewal be voted. No possible harm could come from such a step.

Senator LUCAS. That is what you advocate, that is what you would:
like to see done?

Mr. BESSE. That is my first choice. My next choice would be to pass
H. R. 6556 in the form in which it comes to you from the House.

No possible harm could come from such a step. And I would like parentheti-
cally to answer the question that Senator Lucas asked of Mr. Holman which I
think Mr. Holman must have misunderstood, if I got the answer correctly. That
was the question * * *

Senator LUCAS. Are you now answering for Mr. Holman? Is that
what you are now doing?

Mr. BESSE. I am trying to correct a statement.
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Senator LUCAS. I would think you would like to have Mr. Holman
correct his own statements.

Mr. BESSE. Let me put it differently. A question was asked by
Senator Lucas of Mr. Holman. I don't agree with the answer.
Whether Mr. Holman misunderstood the question, I am not quite cer-
tain. The question was, "If the Trade Agreements Act was not re-
newed, would the rates revert to the 1930 rates?" I understood Mr.
Holman to say they would. That is not correct. The agreements
executed under the Trade Agreements Act run for 3 years from the
time they were negotiated, but they run indefinitely thereafter. They
don't expire at the end of 3 years. They run indefinitely thereafter,
and the rate is not changed unless one or the other country repudiates
the agreement.

The CHAIRMAN. I think that was made clear in the record.
Mr. BEESE. Under the 6 months' clause, but it does not expire at the

'end of 3 years.
Senator LUCAS. That was all made clear in the record. That would

not apply to a country that you do not have a trade agreement with.
Mr. BEESE. It applied to the extent that we now give them most-

favored-nation treatment.
Senator LUCAS. It would not apply with any county with whom we

had a trade agreement. The rates would revert back to the rates-
Mr. BEESE. No, sir; that is not correct. If there is no agreement on

rates, there is no change in the rates. If there is an agreement on the
rates, the agreement stays in effect until we cancel it.

Senator LUCAS. I am talking about a country where we had no
trade agreement. What is the situation there? You are an expert
,on that.

Mr. BESSE. They are exactly the same as the country with whom we
do have a trade agreement. They get all the benefit, whether they give
us this benefit or not.

Senator GEORGE. Do we get any benefit from them?
Mr. BESSE. I don't think we have to date.
Senator LUCAS. That is not the question. The question is whether

we get any benefit if the act is repealed with these countries where we
have no trade agreement.

Mr. BESSE. It would not affect any one whether they have an agree-
ment with us or not unless we abrogate one of the' existing agree-
ments. That is the only way you can change any rate that is now in
existence.

Senator LUCAS. Then you are saying the rates now in existence can
only be abrogated by the trade agreement.

Mr. BESSE. I didn't say that. The rates now in existence are either
the rates provided by the 1930 act or they are the rates established
pursuant to agreements that we have executed.

Senator LUCAS. Certainly. My question is what happened with a
,country where we have no trade agreement.

Mr. BESSE. Nothing.
Senator LUCAS. In other words, those rates are established and

fixed, and that is what we go by as far as tariff is concerned.
Mr. BESSE. The rates that are established in the agreements.
Senator LUCAS. You do not have an agreement.
Mr. BESSE. It doesn't make any difference. The rate that we es-

tablished in the agreement with Great Britain is a rate that is auto-
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matically extended to all the other countries whether we have an
agreement with them or not.Senator LUCAS. You could have one trade agreement and it would
take care of everybody around the world.

Mr. BESSE. It would; yes, sir.
Senator LUCAS. All these other trade agreements are just a lot

of nonsense that we have been fooling around with.
Mr. BESSE. The theory has been that the agreements are negotiated

in the first instance with the country of principal supply. That has
not always been true. But once the agreement is negotiated, the re-
duced rates apply to every country on the most-favored-nation list.

Senaor GEORGE. I do not think you quite get the question. If
we have no agreement with a country, country "X," we get no con-
cessions simply because country "X" has the advantage under the
most favored nations clause of whatever rate we negotiated with coun-
try "X." We get no benefits from the country with whom we have
no agreement.

Mr. BESSE. That is correct, of course.
Senator GEORGE. That is right. I thought you misunderstood.
The CHAIRMAN. I think your exception to that is except that we

are supposed not to be discriminated against in those countries.
Mr. BESSE. That is right.
The CHAIRMAN. I am not saying whether we are or are not dis-

criminated against, but to get the benefit of the generalization, we are
supposed not to be discriminated against.

Mr. BESSE. That is right.
Senator GEORGE. That is right. The most-favored-nations clause,

would not apply if they were discriminating against us, at the same
time we get no concession merely because they were getting the
benefits under the most-favored-nations treatment.

Mr. BESsE. We have no concessions from them.
Senator GEORGE. That is right. That is what I mean.
Mr. BESSE. My preference would be to let the matter drop until

you consider the ITO next year. If the committee does not see fit
to accept that or accept Mr. Marshall's alternative of no extension,
I would recommend that the House bill 6556 be passed, but passed as
it is. I hope your committee will not agree to any crippling amend-
ments.

I would like just to add that my board of directors does not have
to adjourn on the 19th of June and I have had a little more time than
Mr. Gearhart to study Mr. Malone's bill. It does not provide for a
retreat into economic isolationism. I would like to read section 2
of that bill.

Senator LUCAS. Are you the author of this bill?
Mr. BESSE. No, sir.
Senator LUCAS. Did you have anything to do with the writing of

it?
Mr. BESSE. Yes, sir; I did.
Senator LUCAS. Go ahead.
Mr. BESSE (reading) :
Title I, paragraphs 1 to 1559, inclusive, the Tariff Act of 1930 are hereby

amended by repealing the classification and rates therein contained and sub-
stituting therefor the classification and rates obtaining and in effect on June



276 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

12, 1948, by reason of proclamations of the President under section 350 of the
Tariff Act of 1930 or otherwise.

In other words, I think it is important, while that bill is not before
Congress, to point out that the suggestion in that bill was to retain
the present rates, the lowered rates that have been established pur-
suant to the Trade Agreements Act until there was thought to be
reason to change them.

The CHAIRMAN. I suggest it is important not to debate a bill which
is not before the Congress and which is not scheduled for hearing
before any committee and which does not form a part of the policy
of either of the parties.

Mr. BEsSE. I think that is most reasonable. I brought it up merely
because the question was asked of Mr. Gearhart, and he was not in
a position to reply.

Senator LUCAS. You have taken care of Mr. Gearhart, and you have
taken care of Mr. Holman. You are doing pretty well.

Mr. BESSE. I wish I were able to, Mr. Lucas, but that is something to
which I do not aspire.

Senator LuCAS. What about injury to the wool industry? I would
like to hear from you about that now, if you have any real facts and
figures to show where it has been injured.

Mr. BESSE. I have some figures. They are not important. I have
never claimed that the industry has been injured.

The first agreement was made in 1939. We have had no opportunity
to determine the incidence of those changes since that time. I would
like to call your attention to the other side of the same point. I never
claimed that the industry has as yet been injured, but I have never
seen any claim that the industry abroad has been benefited; and for
the same reason.

Senator HAWKES. Mr. Besse, do you mean that you have not had an
opportunity-you mean that we have had an abnornal situation ever
since that agreement was made?

Mr. BESSE. We have had an abnormal situation at the present time;
although England is doing her utmost to try to increase exports, they
are having considerable difficulty. Labor is not too anxious to go
back into the textile industry. She suffers from the high price of wool,
as we all know, which is not a matter of manipulation. It is a matter
of limited supply of fine wool in the world.

Senator LucAs. You have never believed in the trade-agreement
program?

Mr. BESSE. No.
Senator LuCAS. You have not from the beginning; have you?
Mr. BEssE. I think you will have to grant me consistency in that

respect.
Senator LucAs. I commend you for it. You would like to see the

whole thing shelved and out of the way?
Mr. BESSE. I don't believe that our tariff rate should be set by inter-

national bargaining.
Senator LuCAS. You would like to go back to the old days?
Mr. BESSE. No, sir.
Senator LucAs. You would like to go back to that special,-interewt

control?
Mr. BESSE. Senator Lucas, you asked me if I had anything to do

-with writing 2582. I had a little to do with it. I don't think you
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Can say, if you have read that bill, that it provides for going back
to what you call the old days and the old system.

Senator LUCAS. If that is where you want to go, I am surprised
you did not fix that up in the bill.

Mr. BESSE. It isn't where I want to go. I want the United States
to adopt a realistic policy to determine what industries are important
for us to keep and determine what measures you have to adopt to
keep those industries. In some cases it might be a tariff. In some
cases such as the shipping industry and aviation it may be a subsidy,
but the decision I believe should be our own decision and I don't think
we can afford, particularly with a situation with which we are faced
today, with no bench marks to indicate what the competitive situation
on the international level may be after there has been some measure
of recovery abroad, I don't think we can afford to have our tariff
rates tied up with international agreements. I think that we have
reached a sufficient stage of maturity where we ought to be able to
set our own rates. That doesn't mean that I advocate that you throw
the whole matter periodically into Congress to debate on 3,000 differ-
ent specific items.

Senator GEORGE. Mr. Besse, at a time when we have not only become
a lending country but the greatest lending country in all times, do
you not consider that international trade is of real importance, gen-
eral trade, to the extent that we are able to participate in it?

Mr. BESSE. I believe I am correct, Senator George, in saying that
the United States is the only country who approaches foreign trade
from the standpoint of exports.

Frankly, every country I know anything about, and my knowledge
is limited I admit, looks at international trade as a means of acquiring
materials, supplies, and manufactured products which that country
either does not have or cannot produce with reasonable efficiency.

We do not look at it that way. We look at foreign trade as a
means of getting rid of potential or actual surpluses.

We ship these surpluses abroad and then we worry over what we
are going to take in return. I submit that is not an intelligent ap-
proach to international trade.

I submit also it is not a reasonable approach to make a lot of loans
which we make for the purpose of foreign relief and call them loans.

Senator GEORGE. That may be entirely true, but as the world's great
creditor nation, and with a production capacity that equals perhaps
all the balance of the world, is it not highly important that we main-
tain an international trade?

Mr. BESSE. I do not see what you automatically gain. We have been
told for years that if the wool industry, or the shoe industry, or the
pottery industry, or some other industry, could not compete without
a tariff, the workers in that industry ought to go across the street
and go into one of these large mass production industries that can
compete.

You see the situation you are in today, those mass production in-
dustries with the available equipment and labor force that they have,
are able to produce a tremendous amount of exports. There is ob-
viously no room in those industries for the individuals that would
leave those industries that may need some tariff protection.

Senator GEORGE. Is not wool manufacturing on a mass production
basis so far as all of the lower and medium priced products are con-
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cerned? Have you not developed machine production in your in-
dustry beyond the comparable industry elsewhere in the world except
in the various finest woolens and worsteds?

fr. BESSE. Not to any great extent. Nothing like the extent to
which the so-called meclhanized industries have been able to do it.
The best figures we have been able to compile indicate that on an
over-all basis, which is the only way you can figure it, a worker in the
United States in the wool textile industry will produce, we will say
1,300 units while the British worker is producing a thousand units.
They can be called all efficiency or mechanical advantage of about one-
third. That is not sufficient to offset the difference in wage rates.

It is sufficient at the moment because England and other countries
are getting what the traffic will bear, and there is no reason why they
should not.

Senator GEORGE. Is it, not more than a third until you get up to the
level of the higher grade products?

Mr. BESSE. I doubt it. I do not know. Some of our English friends
have suggested that we had at least a 50-percent advantage over
them.

Senator GEORGE. I was under the impression you had at least 50
percent except in those very high-grade products, high-grade woolen
products, which are specialists, more or less.

Mr. BESSE. It is almost impossible to measure it. but even if we
had a 50-percent advantage, which I doubt, our average wage today
is $1.31 an hour. The average wage in England is 41 cents an hour,
figuring the pound at $4.03 per pound. How long the pound will stay
at $4.03, you probably know better than I do. But the reduction
in the pound would have a substantial difference not only in relative
cost of the goods in terms of dollars but in the duty assessed because
it is an ad valorem duty assessed on foreign value.

Senator GEORGE. Your industry has suffered no ill effects?
Mr. BEssE. We have never claimed that.
Senator GEORGE. And particularly so far as the mass consumption

of your product goes; that is, in the lower and medium-priced goods
where you have the mass consumers.

Mr. BESSE. Presumably, you are speaking of the period covered by
the trade agreement?

Senator GEORGE. Yes.
Mr. BESSE. We have suffered no injury although English imports

are three times what they were in the prewar period. But I would like
to refer back if I may. The statement that the only part of our in-
dustry that was affected was the production of high-grade materials
and specialities is not correct. We have suffered, and it has never
been confined to the top product, although this is one of Mr. Hull's
favorite ideas.

In the original agreement written in 1938, the highest or greater
cuts were made in the higher brackets. In the agreement made last
year, the brackets were all equalized and are now all the same. There
are no separate brackets. There is one single rate applying to all
value classification.

Senator LUCAS. Since 1946, production has declined, has it not?
Mr. BESSE. Yes, and at a little greater rate in this country than

elsewhere, but it has declined pretty generally throughout the world.
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Senator LUCAS. The consumption in 1947, although lower than the
war years, was still 70 percent above 1937-39 average?

Mr. BESSE. I would think so; yes.
Senator LUCAS. Mr. Chairman, I would like to place in the record

at this time some facts about the wool industry which I think are
tremendously important, and anyone that is really interested in what
has happened under the general trade agreement about wool, I am
sure, will be interested in this more than the argument made here by
Mr. Besse.

The CHAIRMAN. We will put it in the record at this point.
Senator LUCAS. Thank you.
(The document is as follows:)

WOOLENS AND WORSTEDS

(Par. 1108, 1109a)

TARIFF LATES

Under the Tariff Act of 1930, woolens and worsteds were subject to a specific
duty of from 40 to 50 cents per pound (compensatory for the duty on raw wool)
and to an additional duty ranging from 50 to 60 percent ad valorem which was
reduced to 35 to 45 percent ad valorem in the United Kingdom trade agreement
of January 1, 1939. The compound duty, after the United Kingdom trade agree-
ment reduction, was equivalent to 75 percent ad valoreni on actual imports in
1939.

In the general agreement the specific duties of 40 or 50 cents per pound are,
with one minor exception, reduced by 25 percent, corresponding to the reduction
in the raw-wool duty; and ad valorem rates ranging from 35 to 45 percent are
lowered to 25 percent. The United States has reserved the right to increase the
ad valorem part of the compound duty to 45 percent ad valorem on imports of
woolens and worsteds in any year in excess of 5 percent of average annual United
States production in the three preceding years.

SUMMARY OF UNITED STATES PRODUCTION, EXPORTS AND IMPORTS

Woolens and icorsteds: United States production, exports and imports

[Quantity (1,000 pounds) I

Imports for consumption from-
Year Production Domestic

exports All coun- United France

tries Kingdom

1923 ........................ .............. 344.155 1,032 '11,472 9,616 903
1927 ------------------------------------ 269,998 439 11,252 c, 656 930
1929 --------------------- -.--------------- 269, 591 469 9,852 7, 609 572
1937 -------------------------------------- 314, 228 216 5, 604 4, 557 189
1939 .................................. ... 308,947 310 6,626 5,680 337
1945 ..................... ............... 40,614 29,141 1.516 (2) (2)

1946 ....................................... 3 493, 716 24, 861 2, 154 (2) (i)
1947 ....................................... 3413,122 17, 298 2.490 (2) (2)

General imports.
2 Not yet tabulated by country, but known to be largely from United Kingdom.
3 Calculated on the basis of 10 ounces per square yard.

[Value (1.000 dollars; values of import are foreign values) 1

1923 -------------------------------------- 700, 202 2,347 ' 21,247 17, 408 2,128
1927 --- ........................... ....... 516,723 897 '22,490 16,893 2,803
1929 .--------- ----------------------- - 485,092 933 19,526 14,989 1,928
1937 -------------------------------------- 460, 628 374 9,059 7, 390 480
1939 ------------------------------------- - 408, 541 440 8,801 7,409 570
1945 ..-------------------------------- (4) 60, 625 3, 976 (2) (2)
1946 ------------------------------------ (4) 51, 751 6, 387 5, 227 (2)
1947 ................. ................... . (Q) 39, 352 8,362 (2) (2)

General imports.
2 Not yet tabulated by country, but known to be largely from United Kingdom.
4 Not available.



280 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

UNITED STATES PRODUCTION

The domestic production declined from 344,000,000 pounds in 1923 to a low of
194,000,000 pounnds in 1931 but increased thereafter to a peak of 494,000,000
pounds in 1946. Production was 413,000,000 pounds in 1947 as compared to 309,-
000,000 pounds in 1939.

The United States is the world's largest producer of woolens and worsteds.
The United States has less spindles, looms, and employees than the United King-
dom but its output exceeds that of the United Kingdom. According to the British
Working Party reports, Wool, 1947, the output per wage earner in the United
States was nearly double that in the United Kingdom (3,633) linear yards per
worker in the United States in 1945, as compared to 1,835 yards per worker in the
United Kingdom in 1937.' In any attempt to indicate the relative productivity
of the industries in the two countries, these figures must be qualified in that
they do not take into account the amount of yarn that goes into woolens or the
amount of semimanufactures which are exported. The report cited the follow-
ing reasons for the lower productivity in the United Kingdom: The United King-
doma had fewer automatic looms than the United States; there was a lower rate
of equipment replacement in the United Kingdom; and the war had dislocated
both equipment, labor and trade connections. According to the same report, the
British labor rates were lower than the United States, so that the United States
labor cost, in 1945, averaged 36 percent higher than the British labor cost in
1937, per unit of cloth produced. This differential of 36 percent applies to labor
costs alone and not to the whole cost of the fabric, where the protective tariff,
formerly 35 to 45 percent and now 25 percent ad valorem in the general agreement,
applies to the total foreign value of the fabric, that is labor plus materials.

Imports have been, and are likely to continue to be, limited chiefly to high
grade or specialty fabrics which sell in this country at higher prices than the
bulk of the domestic production. The bulk of the domestic production consists of
medium-priced grades, made on a mass-production basis.

UNITED STATES IMPORTS

Imports have supplied from 1 to 2 percent of the domestic market since 1930
(as much as 4 percent in some years during the 1920's), and have been chiefly
from the United Kingdom.

The bulk of the imports have consisted of high grade or specialty fabrics
which sold in this country at much higher prices than the bulk of the domestic
production. For example, the average unit value of the domestic production
was $1.33 per pound in 1939 whereas the average unit landed cost (foreign
value plus transportation charges plus duty) of imports in that year was $233.
The average unit landed cost of imports in 1946 was $4.53 per pound and in
1947 was $5.06 per pound (not including transportation charges). Average unit
values for domestic production are unavailable for those years. Only a small por-
tion of the domestic production has consisted of fabrics which sold in the price
ranges of the imported British fabrics.

There is some preference on the part of United States consumers for certain
types of high-quality British fabrics. These are fabrics for which there is a
limited domestic demand, so that they do not lend themselves to mass-production
methods by most United States mills. Advanced designs rather than price
have been the principal factors in the demand for much of the imported fabric.
The volume of imports of finer woolens and worsteds in the past has been deter-
mined more largely by the degree of prosperity in the United States than by
the relative prices of the imported and the most nearly similar domestic fabrics.

PRICES

In considering the following comparison of postwar and prewar United States
prices on a typical grade of wool cloth, one should keep in mind that the average
landed unit costs of imports rose from $2.33 per pound in 1939 to $5.06 in 1947.

'These dates were selected by the committee so that trade conditions would be approxi-
mately the same in the two countries. According to the National Industrial Conference
Board (Conference Board Business Record, November 1947, p. 320) the difference would
have been even larger if 1945 or 1946 figures had been used for both countries.
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Wool cloth: Serge, 12-ounce, fine grade, United States price

1937 ._.
1938 -------------------------
1939....

Preliminary.
2 May 1, 1947.

Source: Figures compiled by U. S. Tariff Commission from Bulletin, U. S. Bureau of Labor Statistics,
Wholesale Prices, Wool Cloth.

The prices of woolen fabrics have risen steadily since the beginning of World
War II and are still rising. The price of 12-ounce serge, fine grade, which is
considered a representative cloth by the United States Tariff Commission, was
50 percent higher in IC46 than in 1939. In May 1C47 the same cloth was 85
percent higher than in 1939. On February 10, 1948, the New York Times noted
that the fall prices announced by the American Woolen Co. for standard worsted
suiting fabrics for men's wear had advanced 8 to 12 percent over spring levels.
The increase ranged from 271/2 to 42 cents per yard.

EXPORT CONCESSIONS OBTAINED BY THE UNITED STATES

United States exports of woolens and worsteds go chiefly to Canada, Cuba,
Union of South Africa, and India.

-The United Kingdom reduced the duty on tissues of wool not shaped from 20
to 17% percent. The Canadian Government granted concessions on various
woven fabrics of wool ranging from bindings to reductions of 20 to 40 percent.
In addition the United States obtained concessions from other countries in the
general agreement which are expected to be of benefit to American exporters.

Tariff rates on woolens and worsteds

Act of 1930 1945 rate I General agreement

Par. 1108:
Woven wool fabrics weigh-

ing not over 4 ounces per
square yard:

Without warp of cotton:
Valued not more

than $1.25 per
pound.

Valued over $1.25,
not over $2 per
pound.

Valued over $2 per
pound.

With warp of cotton:
Valued not more

than $1 per pound.
Valued over $1, not

over $1.50 per
pound.

Valued over $1.50
per pound.

50 cents per pound 50 cents per pound
plus 50 percent. plus 37, percent.

50 cents per pound ---- do -----------------
plus 55 percent.

50 cents per pound ---- do -----------------
plus 60 percent.

40 cents per pound
plus 50 percent.

40 cents per pound
plus 55 percent.

40 cents per pound
plus 60 percent.

40 cents per pound
plus 37/i percent.

-- --- d o ---------------

----- do ----------------d

37M cents per pound
and 25 percent ad
valorem.i

30 cents per pound and
25 percent ad valo-
rum.2

I The 1945 rates of duty were effective January 1939 pursuant to the trade agreement with the United
Kingdom, except for woven green billiard cloths which were reduced in the trade agreement with Bslgium
effective May 1935.

2 The United States reserves the right to increase the ad valorem part of the rate applicable to any of the
fabrics provided for in item 1108 or 1109 (a) of this part to 45 percent at valorem on any of such fabrics which
are entered in any calendar year in excess of an aggregate quantity by weight of 5 percent of the average
annual production of similar fabrics in the United States during the three immediately preceding calendar
years.



282 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

Tariff rates on woolens and worsteds-Continued

Act of 1930 1945 rate I General agreement

Par. 1109 (a):
Woven green billiard cloths, 50 cents per pound 50 cents per pound

in the piece, weighing plus 55 or 60 per- plus 40 percent.
more than 11 ounces but cent.
not more than 15 ounces
per square yard, wholly
of wool.

Woolens and worsteds
weighing over 4 ounces 372 cents per pound
per square yard: d 25 percent ad

Valued not more than 50 cents per pound 40 cents per pound andorere
80 cents per pound. plus 50 percent. plus 45 percent. valorem.2

Valued over 80 cents, - do 50 cents per pound
not over $1.25 per plus 40 percent.
pound.

Valued over $1.25, not 50 cents per pound ----- do ------ ----------
over $2 per pound. plus 55 percent.

Valued over $2 per 50 cents per pound 50 cents per pound
pound. plus 60 percent. plus 35 percent.

See footnotes oii p. 28.

The CHIAIRMAN. Any further questions?
Senator HAWKES. Mr. Chairman, I was not here, but I take it Mr.

Besse's theory in supporting this House bill is at one time we all
thought the Congress of the United States had the power to make
and regulate the tariffs under the Constitution. That is right; is it
not?

Mr. BESSE. Yes.
Senator HAWKES. That right was given to the executive branch by

the Trade Agreement Act; is that right?
Mr. BESSE. Yes.
Senator HAWKES. Now, then, the Congress if it should adopt that

bill, is only saying that it wants a little bit of its authority that was
given to it under the Constitution back, so that it can say what it thinks
the executive branch is doing that will be inimical to the industry
of this country. Is that a fair statement?

Mr. BESSE. Except it is limited a little further than you indicate.
The reference to Congress is made only in the event that the Presi-

(lent sees fit to go beyond the critical points established in this case
by the Tariff Commission as being the danger points. If he wishes
to go beyond these points, he has only to secure a bare majority in
either House of Congress in support of his position.

Senator HAWKES. That is under the bill that you are saying you
favor if we cannot have a Reciprocal Trade Agreements Act at all?

Mr. BESSE. Exactly. It seems to me a very reasonable position.
Senator HAWKES. It seems reasonable to me, too. That is the point

I was bringing out. It seems reasonable for the Congress to say it
wants some little say on what the executive branch of the Government
is doing under the Trade Agreements Act if, in its opinion, the execu-
tive branch is going too far.

Mr. BESSE. Particularly since the State Department's spokesman
says and admits there is not any way of telling in advance exactly what
the effect of a cut is going to be, and that it takes some time to deter-
mine what the result may be of a specific reduction in the tariff.

Senator HAWKES. Of coure, you know as long as there is an excess
demand for practically everything in the world and a shortage of



EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS 283

supply, you are not going to feel the effects of improper regulation
of tariff under the Trade Agreements Act.

Mr. BESSE. That is correct.
Senator HAWKES. That is why I asked that question a few moments

ago, because, in my opinion, we have not had any normal procedure
under the Trade Agreements Act since they first came into existence.
It can be argued we had some between 1934 and 1939, but it takes time
to get things into existence, and every prudent businessman that I
know in the world tries to anticipate what is going to do harm rather
than wait until the harm has arrived to try to cure it.

Mr. BESSE. That is exactly why I am so puzzled at the emphasis on
the lack of injury to domestic industry. There has been no opportunity
to determine it. There has been no indication on the other side that
there have been advantages accruing to the foreign producer.

Senator HAWKES. I do not think there is any way to determine it
under the conditions that have confronted us. I do not think it is
possible to estimate the thing, and that is the reason I have always
felt we had better go a little too slow than to move too fast in this thing
that a great many people think is beneficial to the United States and
the world.

I want to ask you this: One of the great arguments that I remember
when the reciprocal trade agreements came into effect, taking the
power away from the Congress and lodging it with the executive
branch, was it would take the tariff out of politics.

I want to ask you if you agree with me we took it out of domestic
politics, where the American people can know something about what
is being done, and we put it into international politics and coupled it
up with diplomacy of the State Department.

Mr. BESSE. I think that is a very fair analysis.
Senator HAWKES. I think as bad as domestic politics may be, I still

have more faith in domestic politics than I have in international
politics.

The CHAIRMAN. Thank you, Mr. Besse.
Mr. BESSE. Thank you.
The CHAIRMAN. We will call Mr. Rose. Identify yourself for the

reporter, please.

STATEMENT OF H. WICKLIFFE ROSE, REPRESENTING THE
AMERICAN TARIFF LEAGUE, NEW YORK, N. Y.

Mr. ROSE. My name is H. Wickliffe Rose of the American Viscose
Corp., Philadelphia, Pa. I am president of the American Tariff
League, whose views I represent here today.

In these few minutes of time, only vital current issues can be dis-
cussed, and only a few of those. No more is appropriate, for a tre-
mendous record has been built on the subject of tariff and the trade
agreements, and that record is still available.

There is no issue here of high tariff versus free trade, although we
hear and read much about both currently.

There is no issue here of whether we should buy more from foreign
countries or whether our exports and our imports should balance. We
believe it to be generally agreed that, over a period of years the two
must be brought into balance in some way, or economic chaos will

76984-48-----19
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result. We are unable to understand, therefore, who it is that our
State Department is trying to convince by reiterating the primer
principle that we must buy to sell. They should have convinced them-
selves by now that such is international trade, and that exports sub-
sidized by our own cash is not trade.

There is no issue here as to whether corporations are making high
profits or low profits, although Hon. William Clayton used the CIG
argument on that point in his testimony before the subcommittee of
the Committee on Ways and Means, and since he is a principal spokes-
man for the trade agreements, and the point seems to be fundamental
in his thinking, the fallacy of his argument should be revealed. I have
some data here, if it is of interest to you.

The real issue is this: Are international tariff agreements essential
to the restoration and fostering of world trade?

The answer is "No," they are not essential. Actually they are im-
peding world recovery and world trade. For the reason that tariff
is the least restraining of all methods of regulating foreign trade and
is not the key to the restoration of trade, our insistence on making
international tariff agreements the cornerstone of our foreign eco-
nomic policy is resulting in international tensions which are threaten-
ing our foreign relations.

There is considerable evidence at the present moment that our for-
eign economic policy is not succeeding.

The stabilization fund is not stabilizing currencies, even though the
many frustrations of attempts to do foreign trade point up the neces-
sity of stable currencies for the conduct of trade between nations.

The World Bank is not working as anticipated, because of world
conditions. In other words, although the bank was established to
start world recovery, it is not operating as fully as expected because
world recovery is slow to commence.

The 33 -billion-dollar loan to Great Britain did not work as expected
except as a grant-in-aid, partly because convertibility, which caused a.
run, was a term of the loan on which we insisted.

The United Nations is having difficulty preserving peace, because
the nations are not united. The Havana Charter for an International
Trade Organization, an organization which so easily could have been
set to work long ago within the framework of the United Nations,
attempts instead to set up powers for a subsidiary body which have
caused world-wide objections and led to more exceptions than agreed
principles. And yet it has been reiterated that the ITO and the trade
agreements are parts of the same parcel, that we cannot have one with-
out the other, that both form the cornerstone to our foreign economic
policy, and that the alternative is chaos.

Now the plan for European economic aid is under way, and we are
told that more international tariff agreements are vital to its success.
The plan involves a risk, which we are taking with our eyes open, but
it is misleading to our own public to set up tariffs to blame if the plar
does not succeed, for there is very little, if any, relation. I have here
some data on this subject, if you are interested.

The CHAIRMAN. You have made two references to data. What is
this data? Could we put it in the record?

Mr. RoSE. I would like to introduce them into the record, if I may.
I can come back to it after the statement, if you wish.
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Th CHAIRMAN. We will put them in the record at the conclusion
of your remarks.

Mr. ROSE. Thank you, sir.
We mention all these organizations because we are told that they

are the building blocks of our foreign economic policy, resting on a
cornerstone of tariff agreements, and that the bill now before you will
knock out that cornerstone and allow the structure to fall.

Furthermore, the foreign economic policy is said to be bipartisan.
If that is so, then perhaps that is one reason why it is not working
well. The policy needs frank, constructive criticism in order to intro-
duce into it more realistic appreciation of the world situation today
and to meet more practically the needs of this country and those of
the other friendly nations of the world. We would be truly pessi-
mistic for our future if we believed that the success of our economic
policy and foreign relations rested on the power of our State Depart-
ment to negotiate more tariff agreements.

What do we have left to bargain with? In 1937, the last year of
normal prewar trade, of the 60 principal trading nations of the world,
there were 46 nations with higher tariffs than ours. See study com-
mencing on page 1394, hearings before House Ways and Means, May
1945. In that year, customs duties collected were 37 percent of the
value of dutiable imports and 15 percent of the value of total imports.
Last year, customs duties collected were 20 percent of the value of
dutiable imports and 8 percent of the value of all imports.

Meanwhile, concessions at Geneva, amounting to a general reduc-
tion of most of our tariff rates, have become effective this year, and
we now have the lowest tariff in a century. There are few countries
in the world with lower tariffs today.

On the other hand, a number of countries have raised tariffs and
have established real barriers to trade as realistic controls to meet
their current requirements. What do we have left that could be
bargained away with any prospect of removing those barriers? It
should be obvious that we must seek some other means for making
friends and influencing nations.

The fallacy in the argument for tariff agreements is the assump-
tion that further lowering of our tariffs will open more foreign
markets to our excess of production. This assumption is based on
the misconception that our present tariffs are acting as a barrier to a
tremendous volume of goods that otherwise might be imported, as-
suming further that foreign production has been restored to the point
that a tremendous volume of goods not needed abroad is available for
shipment here.

We could get at the reality of the present situation if we would
recognize that the United States could not possibly consume $8,000,-
000,000 worth of goods in addition to the production for the home
market. That is the value of the excess of our exports over imports.
last year.

Senator HAWKES. Mr. Rose, you mean it could not consume
$8,000,000,000 in addition to what we are importing, do you not?

Mr. RosE. Yes, sir. It says in addition to the production for the.
home market.
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Senator HAWKES. I just want to bring out you have got your own
market plus what is being imported, and your statement means we
could not consume $8,000,000,000 worth more of foreign manufactured
goods without interfering with our own economic production?

Mr. ROSE. That is right. I appreciate that addition to the state-
ment, because in addition to what we produce for the home market we
are already importing in the order of $5,000,000,000 worth of goods.

Senator HAWKES. That is right.
Mr. ROSE. I appreciate your adding that point.
It is generally recognized that a large part of the $8,000,000,000 is

composed of gifts which will not be repaid. Then it must be recog-
nized that the present rate of exports is not normal and that production
based on Government subsidy cannot continue indefinitely.

As there will be pressure to export surpluses, then ways must be
found to import as much as possible without injuring our own pro-
ductivity. If we are already exporting more than our customers can
buy, what is to be gained by negotiating further tariff agreements?
If such negotiations increased our exports, would the gap not be
widened between exports and imports'?

Senator HAWKES. Mr. Rose, to bring that out, I think you have a
statement in there that is very important.

I would like to emphasize it a little, if you do not mind.
If we are already exporting more than our customers can buy. By

that you mean if we are already exporting so much that we have had
to send gifts and loans abroad which will never be returned in order
that they may buy it, then what good is it to the United States? Is
that what it means?

Mr. ROSE. That is right.
Senator HAWKES. That is what I understood it to mean. It seems

to me that is one of the most important things in the whole picture:
How long are we going to be an eleemosynary corporation to send
abroad billions in order that people can buy more goods with our money
but we never get our money back?

Mr. RosE. That point I would like to bring in again later, with a
reference to emphasize it still further.

Senator HAWKES. All right.
Mr. ROSE. What can be done to increase our imports by lowering our

own tariffs further at this time? If we removed all tariffs, would it
enable the United States to consume more foreign goods? If not, and
we believe not, then further tariff agreements have no bearing on the
real problem.

The present situation is simply this: The United States can produce
more than it can consume, and replacing domestic production with
foreign production on competitive commodities here and there will not
alter the basic fact unless it has the ultimate result of reducing the
total of our production.

Here is the reference that emphasizes the point Senator Hawkes just
emphasized.

See letter of June 15, 1947, from Hon. Herbert Hoover to Senator
Styles Bridges, defining the threat to our productivity by excessive
loans and gifts abroad. See memo by the same author on July 3,
1919, giving the same warning and the same sound economic advice.

(The letter referred to follows:)
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[From Foreign Relations of the United States-The Paris Peace Conference-1919, vol.
X-U. S. Government H. Doec. No. 640, pp. 462-4681

MEMORANDUM BY THE DIRECTOR-GENMAL OF RErIEF ON THE ECONOMIC SITUATION
OF EUROPE

The economic difficulties of Europe as a whole at the signature of peace may
be almost summarized in the phrase "demoralized productivity." The produc-
tion of necessaries for this 450,000,000 population (including Russia) has never
been at so low an ebb as at this day.

A summary of the unemployment bureaus in Europe will show that 15,000,000
families are receiving unemployment allowances in one form or another, and
are, in the main, being paid by constant inlation of currency. A rough estimate
would indicate that the population of Europe is at least 100,000,000 greater than
can be supported without imports, and must live by the production and distribu-
tion of exports, and their situation is aggravated not only by lack of raw-mate-
rials imports but by low production of European raw materials. Due to the
same low production, Europe is today importing vast quantities of certain com-
modities which she formerly produced for herself and can again produce. Gen-
erally, not only in [is] production far below even the level of the time of the
signing of the armistice, but far below the maintenance of life and health without
unparalleled rate of import.

Even prior to the war these populations managed to produce from year to year
but a trifling margin of commodities over necessary consumption or to exchange
for deficient commodities from abroad. It is true that in prewar times Europe
managed to maintain armies anti navies, together with a comparatively small
class of nonproducers, and to gain slowly in physical improvements and in-
vestments abroad, but these luxuries and accumulations were only at the cost
of a dangerously low standard of living to a very large number. The produc-
tivity of Europe in prewar times had behind it the intensive stimulus of indi-
vidualism and of a high state of economic discipline, and the density of popu-
lation at all times responded closely to the resulting volume of production. Dur-
ing the war the intensive organization of economy in consumption, the patriotic
stimulus to exertion, and the addition of women to productive labor largely
balanced the diversion of manpower to war and munitions. These impulses have
been lost.

I1

It is not necessary to review at length the causes of the decrease of productivity.
They comprise in the main as follows:

The industrial and commercial demoralization arising originally out of the
war but continued out of the struggle for political rearrangements during the
armistice, the creation of new governments, the inexperience and friction be-
tween these governments in the readjustment of economic relations.

The proper and insistent demand of labor for higher standards of living and
a voice in administration of their effort has, unfortunately, become impregnated
with the theory that the limitation of effort below physical necessity will in-
crease the total employment or improve their condition.

There is a great relaxation of effort as the reflex of physical exhaustion of
large sections of the population from privation, mental and physical strain of the
war.

To a minor degree, considering the whole volume, there has been a destruction
of equipment and tools and loss of organization and skill due to war diversions
with a loss of manpower. This latter is not at present pertinent in the face of
present unemployment.

(The demoralization in production of coal in Europe today is an example in
point of all these three forces mentioned above and promises a coal famine, and
with industrial disaster, unless remedied. It is due to a small percentage from
the destruction of manpower or the physical limitation of coal mines or their
equipment. It is due in the largest degree to the human factor of the limitation
of effort.)

The continuation of the blockade after the armistice has undoubtedly destroyed
enterprise even in open countries and, of course, prevented any recovery in enemy
countries. The shortage in overseas transportation and the result of uncertain-
ties of the armistice upon international credits have checked the flow of raw
materials and prevented recovery in the production of commodities especially
needed for exchange for imports from overseas. The result of this delay has been
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unemployment, stagnation, absorption of capital in consumable commodities to
some extent all over Europe.

From all these causes, accumulated to different intensity in different localities,
there is the essential fact that unless productivity can be rapidly increased there
can be nothing but political, moral, and economic chaos, finally interpreting itself
in loss of life on a scale hitherto undreamed of.

III

Coincident with this d moralization in production, other disastrous economic
phenomena have developed themselves, the principal one of which is that the very
large wage paid special workers; and the large sums accumulated by speculation
and manufacture during the war have raised the standard of living in many
individuals from the level of mere necessities to a high level of luxuries. Beyond
this class there is a reflex in many other classes from the strenuous economies
against waste and the consumption of nonessentials in all countries, and, as a
result, there is today an outbreak of extravagance to a disheartening degree.

Another economic change of favorable nature from a human point of view,
but intensifying the problems of the moment, has been the rise in the standard
of living in large sections of the working classes through the larger and better
wage distribution, separation allowances, etc., during the war. Parallel with
these classes are those of fixed income, the unorganized workers, the unemployed,
to whom the rising cost of living is inflicting the greatest hardship.

IV

During some short period, it may be possible for the Western Hemisphere, which
has retained and even increased its productivity, to supply the deficiencies of
Europe. Such deficiencies would have to be supplied in large degree upon credits;
but, aside from this, the entire surplus productivity of the Western Hemisphere
is totally incapable of meeting the present deficiency in European production if it
is long continued. Nor, as a practical fact, could credits be mobilized for this
purpose for more than a short period, because all credits must necessarily be
simply an advance against the return of commodities in exchange, and credits
will break down the instant that the return of commodities becomes improbable.
Further, if such credits be obtained in more than temporary purposes, it would
result in economic slavery of Europe to the Western Hemisphere, and the ulti-
mate end would be war again.

The solution, therefore, of the problem, except in purely temporary aspects,
does not lie in a stream of commodities on credit from the Western Hemisphere,
but lies in a vigorous realization of the actual situation in each country of
Europe and a resolute statesmanship based on such a realization. The popula-
tions of Europe must be brought to a realization that productivity must be
instantly increased.

V

The outcome of social ferment and class consciousness is the most difficult of
problems to solve. Growing out of the yearning for relief from the misery
imposed by the war, and out of the sharp contrasts in degree of class suffering,
especially in defeated countries, the demand for economic change in the status of
labor has received a great stimulus, leading to violence and revolution in large
areas and a great impulse to radicalism in all others. In the main, these move-
ments have not infected the agricultural classes but are essentially a town
phenomena.

In this ferment, socialism and communism has embraced to itself the claim
to speak for all the downtrodden, to alone bespeak human sympathy, and to alone
present remedies, to be the lone voice of liberalism. Every economic patent
medicine has flocked under this banner. Europe is full of noisy denunciation of
private property as necessarily being exploitation. Considerable reliance upon
some degree of communism has been embraced by industrial labor even in
nonrevolutionary countries. Its extremists are loud in assertion that produc-
tion can be maintained by the impulse of altruism alone, instead of self-interest.
Too often they are embracing criminal support and criminal methods to enforce
their ideals of human betterment. Every country is engaged in political experi-
mentation with varying degrees of these hypotheses, and so far every trial has
reduced production. The Western Hemisphere, with its more equitable division
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of property, its wider equality of opportunity, still believes that productivity
rests on the stimulus from all the immutable human qualities of selfishness,
self-interest, altruism, intelligence, and education. It still believes that the
remedy of economic wrong lies, not in tampering with the delicate and highly

-developed organization of production and distribution, but in a better division
-of the profits arising from them. It still believes in the constitutional solution
of these problems by the will of the majority, while Europe is drifting toward the
domination of extremist minorities. The Western Hemisphere's productivity is
being maintained at a surplus over its own needs.

The first and cardinal effort of European statesmanship must be to secure the
materials and tools to labor and to secure its return to work. They must also
secure a recognition of the fact that, whatever the economic theory or political
cry, it must embrace the maximum individual effort, for there is no margin of
surplus productivity in Europe to risk revolutionary experimentation. No
economic policy will bring food to those stomachs or fuel to those hearths that
does not secure the maximum production. There is no use of tears over rising
prices; they are, to a great degree, a visualization of insufficient production.

VI

During the period of reconstruction and recovery from reduced productivity,
the conservation in the consumption of nonessential commodities is more critical
than any time during the war. The relaxation of restriction on imports and on
consumption of articles of this character since the armistice is disheartening
in outlook. It finds its indication in the increased consumption of beverages and
articles de luxe in many countries, even above a prewar normal. Never has
there been such a necessity for the curtailment of luxury as exists today.

VII

The universal practice in all the countries at war of raising funds by inflation
,of currency is now bringing home its burden of trouble, and in extreme cases the
most resolute action must be taken, and at once. In other countries of even the
lesser degree of inflation, such currency must be reduced and included in the
funded debt, or alternately the price of wages, living, and international exchange
must be expected to adjust itself to this depression. The outcry against the
high cost of living, the constant increase of wages, and the fall in exchange that is
going on is, in a considerable degree, due to this inevitable readjustment.

VIII

The stimulation of production lies in the path of avoidance of all limitations
of the reward to the actual producer. In other words,-attempts to control prices
(otherwise than in the sense of control of vicious speculation) is the negation
of stimulation to production and can only result in fu-ther curtailment of the
total of commodities available for the total number of human beings to be fed,
clothed, and housed. There still exist in Europe great bureaucracies created
from the necessity of control of price and distribution by the conditions of the
war who are loath to recognize that with world markets open no such acute
situation exists and that their continued existence is not essential in the control
of speculation. The argument so much advanced that world shortage may
develop and justifies continued control of distribution and price is based upon the
fallacious assumption that even if the world markets are freed of restraint that
there is a shortage today in any commodity so profound as to endanger health
and life. From any present evidence, thanks to the high production outside
Europe, no shortage exists that will not find its quick remedy in diminished
consumption or substitution of other comodities through minor alteration and
price. All attempts at international control of price, with view to benefiting the
population in Europe at the cost of the producer elsewhere, will inevitably pro-
duce retrogression in production abroad, the impact of which will be felt in
Europe more than elsewhere. A decrease of 20 percent of Western Hemisphere
wheat would not starve the West; it would starve Europe. It must never be
overlooked that control of price and distribution cannot stop with a few prime
commodities, but, once started, its repercussions drive into a succeeding chain
of commodities, and that on the downward road of price control there can be
no stoppage until all commodities have been placed under restriction, with in-
evitable stifling of the total production Tt is also often overlooked by the
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advocates of price control that, whereas the high level of production was main-
tained during the war even under a restraint of price, this high production was
obtained by the most vivid appeal 1o patriotic impulse on both sides of the front.
This stimulus to production and di.tribution no longer maintains, and the world
must go back to the prime impulse, and that is the reward to the individual pro-
ducer and distributor.

That body of advocates who hmve deduced from war phenomena that produc-
tion and distribution can be increased and maintained by appealing to altruism
ais the equivalent of patriotism or self-interest should observe the phenomena
of Russia, where the greatest food-exporting country is today starving.

IX

It must b evident that the production cannot increase if political incompetence
continues in blockade, embargoes, censorship, mobilization, large armies, navies,
and war.

X

There are certain foundations of industry in Europe that, no matter what the
national or personal ownership or control may be, they yet partake of the nature
of the public utilities in which other nations have a moral right. For instance,
the discriminatory control of ships, railways, waterways, cotal, and iron in such
a manner as to prevent the resumption of production by other states will in-
evitably debar economic recuperation and lead to local spots of economic chaos,
with its ultimate infection abroad, to say nothing of the decrease in productivity.
These misuses are already too evident.

XI

The question of assistance from the Western Hemisphere during a certain tem-
porary period and the devotion of its limited surplus productivity to Europe is a
matter of importance and one that requires statesmanlike handling and vision.
It is but a minor question compared to those stated above, and it is in a great
degree dependent upon the proper solution of the factors already touched upon.
It is a service that the Western Hemisphere must approach in a high sense of
human duty and sympathy. This sense will, however, be best performed by the
insistence that their aid would not be forthcoming to any country that did not
resolutely set in order its internal financial and political situations, that did not
curtail consumption of luxuries and the expenditure upon armament, and did not
cease hostilities, and did not treat their neighbors fairly. If these conditions
were complied with, it is the duty of the West to put forth every possible effort
to tide Europe over this period of temporary economic difficulties. Without the
fulfillment of these conditions the effort is hopeless. With Europe turned toward
peace, with her skill and labor alined to overcome the terrible accumulation of
difficulty, the economic burden upon the West should not last over a year, and can
be carried and will be repaid. To effect these results, the resources of the Western
Hemisphere and here must be mobilized.

HERBERT HOOVER.
JULY 3, 1919.

By the way, the reference to that is pages 462-468, House Document
640, Seventy-Eighth Congress, 1947.

By coincidence, those two documents were published almost at the
same time, and if the Honorable Mr. Hoover had taken the date off his
first document from 1919 and sent it to Senator Bridges in reply to his
question of how far can we co in loaning abroad without Injuring our
own productivity, the 1919 memorandum would have answered the
current situation. They are so similar, they are well worth studying
together.

The CHAIRMAN. You do not have the letter and memorandum with
you?

Mr. ROSE. Yes, sir.
The CHAIRMAN. Can you spare it? We will put it in the record if

you can.
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Mr. RosE. I do not have the memorandum of 1919, except a para-
graph from it. But I do have Herbert Hoover's letter to Styles Bridges
as it appeared in full in the New York Times for the 16th of June, 1947.

The CHAIRMAN. It will be put in the record at this point.
(The letter is as follows:)

[From New York Times, June 16, 1947]

TEXT OF HOOVER LETTER ON LIMITATION OF UNITED STATES AID TO FOREIGN
COUNTRIES

Following is the text of a letter, dated yesterday and under the caption 'The
limits of American aid to foreign countries," from Herbert Hoover to Senator
Styles Bridges, Republican of New Hampshire and chairman of the Senate
Committee on Appropriations:

JUNE 14, 1947.
My DER SENATOR: I have your letter asking me to give you and your associates

my views upon the following points:
1. What are the limits of relief and loans that we can reasonably give to foreign

nations annually without seriously impairing our resources in a free economy'
2. Are there methods by which we could increase our gifts and loans above those

now available from our present production?
3. What policies should be adopted to make our resources more effective in

world rehabilitation?
THE PROBLEM

As a background to this appraisal I wish at the outset to state:
Upwards of a billion people in the war-torn areas of western Europe and Asia

are asking for help. In these nations some have not recovered one-third of their
prewar industrial production; most of them have not recovered over 75 percent
of their prewar food production.

There is greater danger of political and economic chaos in the world today
than at any time since jihe war ended. There is more hunger and want today
than there was during the war.

In the face of this threatening situation the American people must continue
to do the utmost to prevent starvation in the world. We must do our utmost to
aid nations in the recovery of their own productivity. That underlies peace and
progress on earth.

But the greatest danger to all civilization is for us to impair our economy by
drains which cripple our own productivity. Unless this one remaining Gibraltar
of economic strength is maintained, chaos will be inevitable over the whole world.

To discover the common-sense course requires clear objectives and organization
on our part. The burden is beyond our resources unless there is immediate unity
and cooperation among other nations to lessen our unnecessary burdens and thus
enable the application of our resources to the most effective use.

THE ECONOMICS OF THE PROBLEM

Too often gifts and loans to foreign peoples are visualized as just money
transactions. The only way money of important volume can be transferred
from one nation to another is by goods (including gold) and services. There-
fore, when we make a gift, credit, or loan, it is not money that we transfer; it is
goods and services. There is thus a direct relationship of exports to the volume
of loans and gifts.

While exports to pay for our imports cause us no difficulty, it must be recog-
nized that we cannot safely, through gifts and loans, export more goods than
our surplus. And the surplus applies to specific commodities, for we do not
produce a surplus in all kinds of goods. If we ship more than our surplus we
are taking it from the standard of living of the American people. Further, the
immediate result of exporting more than a surplus in our free economy is to raise
prices. From that we get a dangerous spij'al of increased costs of living and
wages.

OUR PRESENT ECONOMIC SITUATION

To appraise our present national situation, it is necessary to examine our
experience in the 2 years since the war. In so doing, many debit and credit
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items must be estimated. We must estimate the exports, including Army sup-
plies to foreign civilians, and we must estimate imports of the last months of
the present fiscal year. Until full data is available many months hence, the
sums given must be considered as illustrative -of the situation.

We have provided for the excess of exports over imports by loans or gifts.

1945-46 1946-47

Exports $13, 500, 000, 000 $15,500,000,000
Imports ---------------------------------------------------------- 7, 200,000,000 7,700,000,000

Excess of exports over imports 6, 300,000,000 7,800,000,000

An examination of the sources and amounts of these loans and gifts for the
combined 2 years since the war shows that they were about as follows:

We have provided about 4.5 billion dollars in gifts from our Government
through relief; we have provided about 1.5 billion dollars in gifts by our citizens
for relief and by way of remitltances to relatives abroad; we have provided about
5.5 billion dollars in credits by Government agencies, including the Export-Import
Bank loans, subscription to the World Bank and the S abilization Fund. Loans
by these institutions are, in the final analysis, largely drafts on American dollars
and are dependent upon us for resources to maintain their operations. We have
provided about 1.5 billion dollars in private credits and loans.
Thus we have provided in the last 2 years about 6 billion dollars in relief and

gifts together with about 7 billion dollars in loans or credits, or a total of 13 billion
dollars. The differences between these amounts and the trade deficits given above
are no doubt accounted for by drawing upon previous foreign dollar balances in the
United States.

OUR COMMITMENTS FOR THE NEXT 12 MONTHS

The estimated unexpended balances of appropriations and various credit com-
mitments to foreign nations on July 1, 1947, are not included in the above. They
already amount to over $5,000,000,000. We should add further probable loans and
expected private gifts of $1,000,000,000. And we must add unknown further
calls from the World Bank and Stabilization Funds.

There is also a further liability of the United States in the shape of the foreign
deposits in American banks, including ear-marked gold and foreign ownership of
American securities. These aggregate at least $14,000,000,090. We must at
all times be prepared to meet their withdrawal. Some withdrawals are likely to
be used to pay for exports during next year, thus increasing the total volume
of exports required from us. And to all these commitments and liabilities we
must add the exports necessary to pay for our imports, amounting to probably

7.5 billion dollars.
Any study of our international balance sheet, taking into account, on the one

hand, our commitments in loans, foreign deposits, and investments in the United
States, etc., and on the other hand probable returns from previous loans and lend-
lease, including our citizens' greatly impaired foreign investments, will likely
discover that the United States is today a debtor rather than a creditor nation.

There is another angle of our national situation that we cannot ignore. These
gifts and loans to foreign nations are spent in current purchase of goods. These
gifts are an immediate burden on the taxpayer. The goods furnished under loans
also must be paid for immediately while the repayment is referred for years.
This has a bearing upon our tax burdens. Including local government expendi-
tures, they now amount to about 35 percent of our national income. No free
nation can continue at that rate for long without impairing its productivity.

To pay for our imports and to satisfy the probable gift and loan commitments
already made for the next fiscal year, and assuming present prices, we would
need to export at about the same ratio as during the past 2 years 14 to 16 billion
dollars annually of goods and services.

A TEST OF THE LIMITS OF LOANS AND RELIEF

The most definite test of the extent of our ability to aid foreign nations is
whether we have been overexporting our resources during the past 2 years, and
thus unduly straining our economy. For example, we have exported gigantic
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amounts of agricultural products. During the past 12 months the index of
our cost of living has advanced more than 20 percent. Increases in the cost of
agricultural proucts were responsible for about 70 percent of this increase. This
has contributed greatly to set in miion the inflation spiral of increasing wages
with more increases in prices. A good deal of economic disorder and waste was
created by interruptions in production in making these adjustments.

Other examples could be cited. Some of our exports have been taken from our
own possible railway, factory, and housing reconstruction. Some part of the
rise in prices of these materials is due to exports. So much have prices risen
in the construction industries with the accompanying wage spiral and costs that
we now have considerable unemployment in these trades while at the same time
the country is crying for homes and buildings.

I would not contend that the whole rise in living costs, with its inflation spiral,
has been due to our large exports. But it cannot be denied that with fewer
exports that increase would not have been so great.

The conclusion seems to me irrefutable that as the result of our rate of giving
and lending we are overexporting goods and cannot continue at such a rate with
our present production and consumption without further evil consequences to
our stability.

We cannot estimate how much the curtailment in exports, and hence in giving
and lending to finance the trade deficit, might be for the next year until we are
able to estimate our next year's surplus in agriculture and other major com-
modities.

While the world situation requires that we do our best, my own view is that,
unless we can undertake to increase our productivity or decrease our consump-
tion of goods, we must seriously reduce the volume of exports below the rate
of the last 2 years with a corresponding reduction in the gifts and loans for
which we supply goods.

Various proposals have been made for expansion of loans by 50 or more billion
dollars. The impracticability of these ideas with our present rate of production
must be obvious.

STRAIN ON OiR NATURAL RESOURCES

There is a further question of the impairment of our natural resources involved
in the export of such materials as iron, oil, metals, lumber, and some other items.
As our resources in this sort of commodities are not renewable, their shipment
abroad is a depletion of our resources and a charge against our future economy.
While such exports may be necessary to restore the world, we cannot ignore the
consequences.

POSSIBILITIES OF INCREASING OUR AIDS AND MAKING THEM MORE EFFECTIVE

There are certain measures which have been suggested as enabling us to
better bear the load or to increase our exports and to make more effective our
aid to foreign countries.

EXPORTING GOLD

1. It has been suggested that we can export gold from our seeming large stocks
and thus enable other nations to buy elsewhere than in the United States. With
our present requirements for currency and bank reserves, and to cover the very
large foreign demand deposits in our banks, it is necessary that we hold a large
stock in reserve. The amount of gold that we have free of such necessities is not
material in this situation.

INCREASING IMPORTS BY STOCK PILING

2. One proposal is that we at once import more goods and thus diminish the
amount of gifts and loans necessary to furnish. This is a very minor help in the
immediate world situation. It would be no help to the world to import materials
into the United States which are needed elsewhere. Nor would it help to import
goods which we ourselves produce economically. That would create unemploy-
ment in the United States and weaken our productivity.

There is, however, a method of increasing our imports which should have seri-
ous consideration. We could import and stock pile for national defense many
commodities, both those we do not produce and those in which our natural
resources are being depleted. We do not have enough of such resources to assure
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our national defense. Commodities of this kind are tin, manganese, iron ore,
mercury, copper, lead, zinc, tungsten, chromite, nickel, and rubber. There are few
immediate surpluses of these commodities- abroad, but such surpluses will be
available within a reasonable time. It happens that few of such commodities are
produced by our direct debtors, but our purchase of them would, through multi-
lateral trade, strengthen the whole international financial structure and we would
be receiving commodities instead of obligations.

REESTABLISHMENT OF WARTIME CONTROL MEASURES

3. Another proposal is that we reestablish wartime control measures to increase
our productivity or reduce our consumption and thus increase our ability to export
more goods. The seeming warranty of this idea arises out of the fact that we
exported in goods and services over $15,000,000,000 in some war years in addition
to many billions in supplies to our armies. But we must remember that war-
purpose production was greatly expanded and consumption restricted through
war-inspired patriotic impulses.

The restoration of these controls would require again the abolition of the pro-
duction of important commodities; the restoration of longer work hours in labor;
the return of women to industry and agriculture, rationing of most commodities,
and total government control of all economic activities. That is a form of total:
tarian economy which the American people are not likely to accept in peace for it
would do violence to our whole concept of freedom. Moreover, without emotional
background of fighting for national defense, such measures would more likely
decrease than increase our productivity.

A METHOD OF INCREASING FOOD EXPORTS

4. Should the next world harvest indicate dangerous shortages, it is possible
to increase our food exports for limited periods by voluntarily reducing our own
food consumption and altering certain food manufacturing practices. We have
here a great spiritual impulse to save starving people. And we may be called
upon to do it again unless there is a world increase in food production.

COOPERATION OF OTHER NATIONS VITAL TO SALVATION

5. A most productive field of action by which the limited American economic
resources can be made more effective for world reconstruction lies in cooperation
of foreign nations in the political field.

The obstruction of the Soviet government to peace has, during the past 2 years,
imposed billions in expenditures upon us through support of occupation armies
and relief to starvation which would not otherwise have been required. However,
we can apparently expect little cooperation from that quarter.

But if there were full mutual cooperation from the other nations, it would
lessen our burdens and divert much of our dead loss expenditures to more con-
structive channels abroad.

For instance, cooperation in the three western zones in Germany and in Japan
to abolish the inhibitions on their productivity due to wrong concepts of repara-
tions, and levels of industry, would increase their productivity and exports, and
thus would greatly reduce the drains upon us for food and other supplies. Res-
toration of their productivity would aid all other nations. Cooperative action to
speed peace, such as I recently outlined in a letter to Congressman Taber would
greatly reduce demands upon us.

Such cooperation would allow our resources to flow into channels more bene-
ficial to all the world.

POLICIES TO BE ADOPTED

In my view, we need to develop or expand the following policies, some of which
are already partially in action.

1. We must have in our own foreign economic relations single, coordinated
action in all direct and indirect agencies of government-the relief funds, the
Export-Import Bank, the World Bank, the Stabilization Fund, the Federal Re-
serve System and all those agencies which administer our exports. We must
consolidate our front if we are to succeed in our policies.

2. We must prevent excessive exports and by so doing reduce excessive prices.
In the matter of food we should begin about August 1 with the new harvest.
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3. If necessary to prevent starvation, we should increase our available export
surplus volume by voluntary reduction of consumption by the public and altera-
tion of some trade practices.

4. We should periodically estimate the goods and services which we can sa fely
export and limit purchases of our commodities by limiting gifts and loans.

5. We should prepare to stock pile for national defense certain commodities
from abroad when they are available in surplus.

6. We should bluntly insist that in return for our sacrifices, which are inherent
in all loans and gifts, all nations recipient of our economic aid co operate with us
in measures to reduce the burdens upon us, to promote productivity and bring
peace for the world at large.

7. We should insist upon certain principles in operation of gifts and loans,
whether directly from our Government or through Government-supported agen-
cies. These principles involve important questions of security, inspection of use,
and application to the utmost in increase of productivity.

8. We should concentrate our limited resources in the areas in which western
civilization can be preserved.

This problem can be solved if there is prompt unity and mutual aid between
other nations, resolution on their part to build back their productivity, and if we
act, on our side, with sense and devotion in this great crisis of mankind.

Senator HAWKES. Mr. Chairman, where can we get a copy of that
letter by ex-President Hoover, dated July 3, 1919, the whole letter?

Mr. ROSE. The whole letter is several pages long. It is a memo-
randum in his capacity as a member of the Supreme Economic Council
at the Versailles Peace Conference. Since it is a House publication,
that publication is the history of our foreign affairs. This is the latest
volume which brings that history tip through the Paris Peace Confer-
ence, and I assume it is available right here in your Library.

Senator BUTLER. Have you the House document number?
Mr. ROSE. It is No. 640, pages 462-468.
I would like to quote one paragraph taken from the 1919 memo-

randum:
During some short period it may be possible for the Western Hemisphere which

has retained and increased its productivity, to supply the d( ficiencies of Europe.
Such deficiencies would have to be supplied in large degree upon credit. But,
aside from this, the entire surplus productivity of the Western Hemisphere is
totally incapable of meeting the present deficiency in European production if it is
long continued. Nor as a practical fact could credits be mobilized for this pur-
pose for more than a short period, because all credits must necessarily be simply
an advance against the return of commodities in exchange, and credits will break
down the instant that the return of commodities becomes improbable. Further,
if sufficient credits be obtained in more than temporary purposes, it would result
in economic slavery of Europe to the Western Hemisphere, and the ultimate end
would be war again.

And, mind you, that was written before the peace was even signed
following World War I. His warning was not heeded then. We did
loan more than the European countries were able to pay back. It did
lead to economic chaos and run-away inflation and prepared the way
for World War II.

Senator HAWKES. Mr. Rose, if that were true, then it is many times
more true today, because the sums are vastly greater.

Mr. RosE. That is right.
Senator HAWKES. If there is any expectation of getting back these

funds by putting Europe to work for the repayment of them, it wouLl
be slavery.

Mr. RosE. Exactly.
The economic factors are the same, but they are all multiplied in

importance because the volume and the number of countries and people
involved is much greater than after the last war.
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Since the negotiation of further international tariff agreements
can contribute nothing to solving our economic dilemma, since the
tariff agreements already negotiated violated, in many instances, the
fundamental principle of reciprocity-I have here some data substan-
tiating this statement-and since it is generally conceded that tariff
can be a constructive regulator of foreign trade, we have proposed
a long-term plan to remove tariff from the area of international
controversy.

The proposals of the American Tariff League are incorporated in
this printed document, Declaration of Principles and Program for
World Trade. We presented the proposals on May 3 to the Subcom-
mittee on Trade Agreements of the House Committee on Ways and
Means. We now submit them to you and request that they be made
a part of the record, particularly as they have a bearing on the bill
before you and our testimony in that connection.

The 0ffiAIRMAN. It will be filed.
(The document will be found in the files of the committee.)
Mr. RosE. We respectfully request that you read the proposals. We

mention this only because it seems evident from the minority report
of the Subcommittee of House Ways and Means on H. R. 6556 that
the minority members did not read it.

On page 16 of the report it is stated:
The American Tariff League since 1885 has been an organization of business

firms and associations advocating a high protective tariff.

This statement ignores the following passage on page 8 of the
declaration:

It will be noted that, if at any time in its history of 63 years the league has
advanced the principle of high tariff, it was not advocated in the last and is not
in this declaration of principles. At the same time, those who have advocated
the other extreme of free trade must recognize the prospect of accomplishing
the common good on common ground.

The last statement of principles was 3 years ago, and it appears as
a part of my testimony before House Ways and Means, May 1 and 2,
1945. We offered at that time, and now in more complete form, a con-
structive solution of a difficult economic problem. Only through ob-
jective study and consideration can the different views be reconciled
and a long-term program and policy be evolved by the officials of our
Government.

The proposals in this declaration are directed to a long-term pro-
gram and policy on tariff, in the belief that its adoption will foster
world trade, peace, and prosperity. We do not expect you to analyze
i in detail today, and we know that there is not time to prepare legis-
lation for its complete adoption in this session of Congress.

Consequently, we agree that it is practical to pass an interim exten-
sion of the Trade Agreements Act for 1 year, as in H. R. 6556, in
order to give Congress the opportunity to study and develop a long-
term program and policy.

Furthermore, because H. R. 6556 incorporates some of the basic
principles proposed in our declaration and because to that extent we
believe it is in the right direction toward a sound, long-term program
and policy, we approve the bill as a whole for an interim measure.
Under this or any other act of Congress, however, we see nothing to
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be gained by the United States through additional international tariff
bargaining agreements.

Some of the attacks on the bill have been either from lack of under-
standing of how it will operate or from a deliberate effort to give the
wrong impression of it to the public. The best description of the bill
that I have heard was that given by Representative Christian A.
Herter, principal speaker at the world trade luncheon, Hotel Waldorf-
Astoria, New York, Friday, May 21, 1948. He pointed out that there
were few changes of procedure, that the principal one was that the
Tariff Commissiorinstead of the Committee for Reciprocity Informa-
tion should hold hearings and place limitations on tariff changes, that
only if the President insisted on exceeding those limits should the
decision rest with Congress, and that those interested in our foreign
trade have nothing to fear from this bill.

The CHAIRMAN. Any questions?
If not, thank you very much, Mr. Rose.
Mr. RosE. Mr. Chairman, I would like to introduce for the record

those documents that I referred to.
The CHAIRMAN. They will be put in the record at this point.
(The documents are as follows:)

[From NAM News, May 8, 1948]

ANSWER TO CIO's WAGE CASE

PRESENT LEVEL OF PROFITS

The first point that the CIO attempts to make is that profits have reached
"'unheard-of heights." This assertion is based on National City Bank statistics
on profit as a percent of net worth. The CIO quotes these statistics to show that
the rate of return on net worth for leading manufacturing corporations in the
first 9 months of 1947 was 16.4 percent, as compared with 8.8 percent in 1945.
"'Regardless of the comparison," says the CIO, "the 16.4 percent average re-
turn * * * is an exhorbitant rate of return."

This attempt to prove that the present level of profits is unreasonable is based
on the suppression of an important part of the evidence and the distortion of
the remainder. The evidence which is suppressed is the imoprtance in the
statistics of unreal inventory profits. The distortion is in the pretense that the
proper manner of analyzing the profit record is in terms of its relation to net
worth.

The facts, as published by the United States Department of Commerce, show
that fully one-third of the profits reported for the year 1947 are unreal profits
arising out of the bookkeeping procedures used in evaluating inventories. Such
profits are due to the upward trend of the price level during 1947. They are of
no benefit to the firms who seem to have received them, and in any reasonable
sense of the word they are not profits at all.

The nature of such "inventory profits" may be best understood in terms of a
homely example. Suppose a man bought a house in 1939 for $5,000. In 1947 he
decides to move to another town, and finds that because of the price rise he is
able to sell his house for $10,000. He seems to have made a profit of $5,000,
but he has to have a place to live and when he buys another equivalent house
he has to spend the entire $10,000 he realized on the first. He doesn't have any
of the cash left, and he doesn't have a better house than when he started. The
$5,000 profit he seems-o have made is imaginary, and he can't spend it.

Business must maintain its inventories if it is to remain in business. These
inventories are constantly turning over, and constantly must be replaced. In a
period of rising prices such as 1947, the new inventories cost more than the
inventories they replace. In this process profits appear on the books of corpo-
rations which are unreal. Certainly such profits are not available for wage
increases.
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Problem recognized
Fortunately, the Department of Commerce has recognized this problem and

has made an estimate of the amount by which reported profits are exaggerated
through this cause. According to their official statistics, 5.7 billion dollars out
of tle total of 17.4 billions dollars of reported corporate profits in 1947 was of
this imaginary nature. This 5.7 billion dollars is excluded from the reported
total of profits in the Commerce Department's official estimates of national
income.

The CIO has chosen to ignore this correction although it is clearly on the
record. It has chosen an unofficial set of statistics for which no estimate of
the size of the inventory correction is available. However, we may reasonably
assume that, since one-third of reported profits as published by the Department
of Commerce is imaginary profit due to inventory valuation, the same ratio
applies to the National City Bank statistics. This would reduce the 16.4 percent
return to 11 percent, which already looks much less "exorbitant."

An even more fundamental source of misunderstanding is the CIO's insistence
that profits should be measured as a percentage of net worth. In recent years
the productive activity of the economy has increased greatly, and profits have
increased along with it. However, the net worth of American corporations has
increased only very little. (See table I.) Naturally, the ratio of profits to net
worth is greater now than it used to be.

TABLE 1.-Profit, sales, and net worth of all active corporations in the United
States

[Money figures in billions of dollars]

Year Net worth, Profit as
Jan. 1 Profit I Sales percent

of sales

1029 -- 142.9 8 9 138 6 6 4
1930 - 160 4 5 8 11.3 4 9
1931 161.3 1 1 92.4 1.2
1932 - 143 4 -2 4 69.2 -35
1933 133.6 -2 5 73.0 -3.4
1934 127 6 4 59 6 .4
1935 - 141.6 2 1 102.0 2 1
1936 -- - - - - - - - - - - - - - - - - - - - - - - - - - 138 9 3 6 119.5 3 D1937 133 5 4 7 128.9 3 -

1938 - 141.6 3.3 109.6 3 G
1939 -- - - 137 4 4 3 120 8 3 6
1940 136.9 6.3 135 2 4.7
1911 138.4 6.8 176.2 3.9
1942 142 6 8.1 202 8 4.0
1943 139 6 9.8 233.5 4 1
1944 - 145 7 9.5 244 3 3 9
1945 --- 150 4 8 4 237 3 3 5
1940 (2) 7.8 245 5 3 2
1947 -- - - (2) 11.7 3297.0 3.9

1 After tax, and after inventory adjustment.
2 Not available

NAM estimate based on published data for first 3 quarters.

Source: U. S. Department of Commerce and U. S. Treasury Department.

The CIO attempts to justify its use of net worth as a basis, in the following
terms:

"Percentage return on net worth is used by businessmen to measure the profit-
ability of their investment. A 10 percent return on net worth means 10
cents profit on each dollar invested."

Needs assurance
Actually, the proprietor of an existing business is not particularly interested

in the "profitability of his investment." The number of dollars he may have
invested many years back is now a matter only of historical interest. His
present concern is rather with the profitability of his operations. He will not
undertake a new line of business, or expand an old line, unless he has assurance
of a reasonable profit on these contemplated operations. To the ownership
of an existing enterprise, profit serves, not as an-incentive to invest (for the
investment is already committed), but as the incentive to produce.
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Actually, those who are familiar with the subject realize that the net worth
which appears on a corporation's balance sheet has no precisely definable sig-
nificance. It does not represent the amount which a firm could get for its assets
if it attempted to sell them. It does not represent even an approximation of
what the owners could get for their investment if they tried to sell it as a
going concern. It does not represent the value which the capital markets assign
to the firm under its present management, as registered by the market price of
its outstanding stock. Net worth is an attempt to compute the total invest-
ment ifi a concern on the basis of the original number of dollars contributed
by the initial stockholders, plus the number of dollars of profit that they have
reinvested in the firm each year since. Of course, those dollars are not kept
in cash but are invested in plant and equipment, the value of which is affected
by all sorts of economic forces. After the lapse of many years net worth
ceases to have any precise current significance. It is this meaningless basis that
the CIO insists on using in its discussion of the present profit level.

The year-by-year figures for net worth of all corporations stable 1) show how
distorted this base is. On January 1, 1945 (the last figure available), cor-
porate net worth was actually less than on January 1, 1931. Yet 1945 was a
war-boom year and 1931 was a depression period. In contrast to the decline in
net worth, sales by corporations had more than doubled in that interval. Be-
cause net worth did not increase in proportion to the war and postwar growth
of the economy, it is an unsatisfactory base for comparing present profits with
those of earlier years.

The absurdity of the compltint that there has been a considerable increase in
"profit as a percent of net worth" may be brought out by applying the same logic
to the amount of wages paid by these corporations. The net worth of all
American corporations increased by only 9 percent between 1939 and 1945 (the
latest figure available). However, the total wage and salary payments of all
corporations increased by 131 percent. Shall we, therefore, protest that American
corporations were unfairly treated because they had to pay over twice as much in
wages while using an investment which had increased by very little? This would
be absurd, since that investment was being used much more intensively, and labor
was being paid a larger amount on the basis of that increased output.

For all these reasons, NAM believes that the only proper way of comparing
present profits with those of earlier years is on the basis of profit margin on sales.
On this basis profits are presented as a percentage of total sales, thus showing
how much of the sales dollar is profit for the seller. Table 1 gives the record
on this basis for all corporations. The results show that in 1947 only 3.9 percent
profit was earned on sales of all corporations, which is neither exorbitant nor
exceptional when compared with earlier years of good business.

The figures in Table 1 show that American corporations in 1947 did not take,
as profit, as large a share of their gross proceeds as they took in 1929, 1930,
1940, etc.

It should be explained that data in the form of profit as a percent of sales
may also be misused. This is a fair basis for comparing the profit record as
between two different years. It should not be used to compare the profit perform-
ance of two different companies or two different industries, in the same year.
Such a comparison would not be equitable because certain companies perform
only a minor operation on the product they sell, and they do not, of course, expect
to retain as large a percentage of the selling price in profit as a company which
performs many operations. However, it is perfectly sound to use percentage of
sales for making comparisons over an interval of time.

This discussion may be concluded with an apprisal of the current profit situa-
tion, in objective terms, by a neutral authority. The Department of Commerce
has this to say in its official publication, Survey of Current Business, in the
February 1948 issue on page 7:

"In judging the level of profits in the context of the general economic situation
the data must be interpreted carefully. In the first place, the figure of $29,000,-
000,000 (before taxes) includes $6,000,000,000 which reflects higher unit costs
of ifiventories. Had corporations charged the same sales prices, but had it been
the universal practice to charge to expense the amounts needed to replace the
physical volume of inventories used up in production rather than their money
value, corporate profits as reported would have been $6,000,000,000 lower. This
latter total of $23,000,000,000 is the figure reflected by the item 'corporate profits
and inventory valuation adjustment' * * *.

"Second, the total value of production in 1947 was higher than ever before
and corporate profits shared in the general advance. As a percentage of total

'7aoQA-AQ-- 90
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income originating in the private sphere, corporate profits before taxes corrected
for inventory profits were not higher than in prewar years of prosperity although,
of course, they were much higher than in depression years. Corporate profits
after taxes were lower than in years of prewar prosperity because of the heavier
incidence of taxation * * *."

INTERNATIONAL TRADE AND REVENUE POLICIES OF EUROPEAN COUNTRIEs-LITTI.E-

KNOWN BACKGROUND FACTS AND FIGURES WHICH MUST BE UNDERSTOOD IN ANY
PROGRAM FOR EUROPEAN RECOVERY

Memorandum Prepared for American Tariff League. Inc., February 1048, by
Dr. John Lee Coulter, Consulting Economist, Washington 5, D. C.

INTRODU( rION

The countries of Europe, especially those of northern, western, southern and
central Europe, have developed a tremendous volume of intermitionml trade
(luring the past century, especially since the development of steaniboats and
steam railroads, with accompanying introduction of world-wide communication
through the telegraph, cable, and telephone and the more recent development of
radio.

For many centuries there were important but comparatively small volumes of
international trade carried on over caravan routes andI with the u~e of small
sailing vessels and coastwise merchant ships, hut this trade was relatively
trivial compared with recent developments which have accompanied the rise
of modern industrialization. This rise of international commerce made neces-
sary the accompanying development of harbors, wharves, docks, canals, and all of
the intricate financial machinery which is universally associated N ith world
trade. Navies accompanied merchant vessels and maritime insurance and itter-
national exchange became a necessary part of the growth of world trade.

GOVERNMENTAL COSTS OF INTERNATIONAL TRADE PROGRAMS

Developments briefly referred to above have called for an increasing volume
of Government revenue as well as the private institutions needed to finance this
program.

It is highly significant that during the years just before World War 1I, that is,
1037 or the nearest fiscal year, the 16 separate countries of north, west, south,
and central Europe, including the United Kingdom and Ireland, reported:

Current American
exchange

Value of imports ---- $14, 236, 644,000
Total tax revenue collected ----------- 13, 231, 743, 000
Revenue from customs duties and excise taxes imposed on

imports - 2, 603,784, OCO
Ratio of tariffs to value of imports -------------------- - percent_- 18.3
Ratio of tariffs to total tax revenue collected --------------------- do---- 19.6

From this brief table it will be noted: First, that customs duties, excise taxes,
and other forms of taxes on imports for this group of countries averaged nearly
20 percent of the landed value of these imports; and, second, that the tariffs thus
collected represented almost exactly 20 percent of the total tax revenue collected
by these countries from all sources for all purposes.

FOREIGN TRADE HAS BEEN A FEATURE OF EUROPEAN EMIGRATION AND COLONIZATION

PROGRAMS

No examination of the political and economic problems of European recovV.ry
is complete without an understanding of the fact that during this period of
magnificent development of international commerce the industrialized nations of
Europe contributed literally tens of millions of emigrants to the building of the
Western Hemisphere as well as other millions to the development of their colonial
empires. These great migrations from the commercial and industrial nations
of Europe and this development of such separate nations as the United States
and the colonial empires around the world are not only unique in history but form
an intricate part of the development of world '_r~ero
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Even after the migration of tens of millions of surplus population, western
European countries required imports of foodstuffs and raw materials mounting
into billions of dollars in order to provide adequate support for the increasing
millions of people at home and to provide raw materials to be converted into
finished products to supply the exports needed to compensate for the vast quan-
tities of imports.

In passing it is necessary to at least refer to the fact that during the past 25
years the migration of surplus population to other parts of the world has been
reduced to a trickle. At the same time, outside nations such as the United States
have continued to develop by leaps and bounds. And parallel to these changes

colonial empires have disintegrated with the formation of practically independent
dominions and self-governing areas which were formerly classified as possessions
of the countries of western Europe. All of this has called for a constantly in-
creasing volume of imports of foodstuffs and raw materials into western Europe
and a corresponding development of industrialization and exports in order to
maintain balance in international exchange and investments.

When reference is made to European recovery it would be well to define where
relief, rehabilitation, and reconstruction stop and where modernization, expan-
sion. emigration, colonization, and foreign trade-developnent begin.

There is a disposition in all discussions of the European recovery program
to make it appear (1) that most of the foreign trade of the countries of Europe
consists of trade with each other, similar to interstate trade in the United States,
and (2) that the most important economic reform is to get rid of tariffs and trade
barriers. In fact, the most important recovery measures would seem to be to
restore balanced budgets and sound fiscal policies, stop run-away inflation, restore
workable international exchange curencies and multilateral trade, and elimi-
nate foreign discriminations and unfair methods of competition.

EUROPE CONTRASIED WITH OTHER GREAT WORLD POPULATION CEN'TRS

Europe west of the U. S. S. R., as we knew Russia up to 1940, has an area of
2,067,588 square miles, and just preceding World War II had a population of
about 393,000,COO people. (See table B, attached, for details.) In other words,
Europe. west of Russia, had an area of about 2,000,0000 square miles and a popu-
lation of about 400,000,000 people.

The following simple comparison is significant:

Area Population

Square miles
Europe (w est of R ussia) - -------------------------------------------------- 2, 068, 000 393,116, 000
China (including M anchuria) ------------------------------------ -.-.---- 1,897,000 435 500, 000
India (including Burm a) --------------------------------- ----------------- 1. 819, 000 352, 987, 000

From this brief comparison we note that Europe (west of Russia) has an
area only very slightly greater than China or India and a population slightly
greater than India but slightly less than China. In this comparison, Russia
and the vast interior of Asia, including Siberia, are excluded from the compari-
son in the same manner as the great interior deserts, mountains, and plateaus
of Mongolia, Tibet, and. Turkestan in central Asia.

Space does not here permit a more detailed comparison of these three dense
population regions except to note that, with approximately the same land area
and population in each case, Europe poured out tens of millions of people into
other parts of the world, developed great colonial empires, built up a tremendous
volume of foreign trade, furnished the world with billions of dollars of capital,
and raised her own standards of living far above that found in most other
parts of the earth's surface. In contrast, China and India largely remained at
home, sent few people to populate other parts of the world, developed very little
in the way of colonies and foreign trade, and are known to have living standards
far below that developed in western Europe. Had China and/or India ex-
plored the world, migrated, built up great colonial empires, or established a
magnificent system of foreign commerce, the picture of the world as we know it
today would obviously have been very different.

This brief memorandum has to do primarily with European foreign trade and
tariff wlicies. The countries of western Europe in 1937 accounted for more
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than one-half of all imports into all countries in the world. When the imports
of the United States and Canada are added, substantially 75 percent of all
world imports are accounted for.

The countries of western Europe, combined, had imports valued at about $50
per capita on the average. In contrast, all other countries of the world com-
bined had imports which averaged only between $5 and $6 per capita. Obviously
the imports of these other countries consisted largely of products exported from
Europe.

Europe, west of Russia, has a land area only two-thirds that of the United
States. Yet her population in 1937 was about three times that of this country.
Obviously, with emigration and colonization largely restricted, she had great
need for foodstuffs and raw materials in order to provide exports to pay for
imports and to maintain her high living standards.

DETAILED EXAMINATION OF CERTAIN ASPECTS OF FOREIGN TRADE AND NATIONAL FISCAL
POLICIES OF THE COUNTRIES OF EUROPE DURING THE LAST FLLL YEAR OF PEACE
BEFORE WORLD WAR II (1937 OR NEAREST FISCAL YEAR)

It is all very well for economic and political philosophers and for statement
and politicians to deal in general terms with such problems as world peace and
national security or with forms of government and systems of ecoonmics such as
communism and state socialism versus free, private, competitive enterprise with
a minimum of supervision under a republican-democratic form of government
such as that which prevails in the United States. The historical background and
contrasts with other times, conditions, and countries may be instructive. But,
before effective concrete and detailed action can be taken (as in the present
state of confusion and chaos in the governmental and economic lives of so many
people in so many foreign lands), it would seem to be imperative that the
detailed facts and figures of the political and economic life of the countries
involved niust be examined as a basis for aid in any program of recovery such
as is contemplated for the countries of Europe.

In this memo we are concerned only with the countries of Europe as they
existed during the two decades*1920-40 between World Wars I and II. This is
further limited to certain facts with reference to foreign trade and government
fiscal policies.

The countries are grouped in such a manner as to make it comparatively easy
to combine different areas such as the 10 nations adjoining the U. S. S. 1". with
Russia and the 14 nations of north, west, south, and central Europe with the
United Kingdom and Ireland. Data for Iceland are necessarily combined with
those for Denmark, and those for Luxemburg, with those for Belgium, because of
lack of separate details. Certain nearby islands, such as Malta and Cyprus, are
generally not included in tables showing areas, population, imports, and revenue
for Europe as a whole. Because of the form of government of Russia it is not
practical to show details of government revenue and receipts from customs
duties.

Since wholesale price levels in the United States and throughout the world
are now in general about double what they were in 1937-38, it is reasonable to
assume that corresponding figures for 1947-48 would be substantially double
those given for 1937-38, assuming that physical volume of international trade
does not differ greatly from the corresponding period 10 years earlier.

TRADE OF EUROPEAN COUNTRIES WITH EACH OTHER AND WITH THE OUTSIDE WORLD

Attached table A presents the value of imports into each of the 25 countries
of continental Europe and the United Kingdom and Ireland during the last
representative year before World War II after substantial recovery from the
long-drawn-out world depression. In addition to total imports into each country,
the table shows imports from other continental European countries. It is highly
significant that in the case of the 10 small eastern European nations adjoining
Russia, and now largely under Russian control, almost two-thirds of all imports
(65.7 percent) came from other countries of continental Europe. When imports
from the United Kingdom are included, it appears that substantially three-fourths
of all imports into these countries came from other sections of Europe. While
there is a considerable amount of industrial development, especially in Czecho-
slovakia and locally in some of the other countries, it is significant that those
countries are largely producers of foodstuffs and industrial raw materials. They
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depended upon the more highly industrialized countries of Europe for a very large
share of their requirements for manufactured products and paid for these largely
with exports of surplus foodstuffs and industrial raw materials.

These countries of eastern Europe in general depended only in small degree
upon customs duties or tariffs as a means of developing their industrial life.
From the table it appears that, while all imports into these countries were valued
at about $1,210,000,000, revenue derived from customs duties amounted to only
$108,000,000, or slightly less than 9 percent of the value of the imports. It can
hardly be said that this was a burdensome tax, yet there is every reason to
believe that revenue from this source was an important item in the national
budgets of these 10 countries and made it possible for them to maintain sound
fiscal policies or balanced budgets. It would seem to be a rather extreme posi-
tion for the United States to take to try to tell the more than 100,000,000 people
of these small countries that they should reform their tariff systems or their
general systems of national revenue in order to benefit from contributions which
might be made by the Government of this country. In this connection, it is
interesting to note that the United States, with a population slightly larger
than that of these 10 countries, had over twice as many imports, and the average
rate of duty, based upon all imports, was 15.6 percent compared with 8.9 percent
for these countries of central Europe. Incidentally, their lower tariff rates ap-
parently did not result in a greater volume of imports, since their ifiports were
only half as much per capita as those into the United States.

Turning now to the 14 countries of northern, western, southern, and central
continental Europe, imports into these countries amounted to almost $9,000,003,
000 of which more than $4,000,000,000, or almost 49 percent, came from other
countries of continental Europe. When imports from the United Kingdom are
included, it is apparent that probably more than one-half of the imports into
these western European countries came from other countries of Europe. In other
words, the other one-half 'of the imports into all of these countries came from
non-European sources, including colonial empires.

It will be noted from table A that these 14 countries of Europe derived nearly
$1,500,000,000 from customs duties or tariffs. This was an average of 16.5 percent
of the import value of all commodities imported, which was higher than the
United States average, even though European tariffs are levied on landed import
values while those for the United States are levied on foreign invoices. The
range among the 14 countries was from as low as 5.8 percent in the case of
Netherlands, Belgium, and Luxemburg to as high as 36.4 percent in the case of
Spain. There is nothing in the statistics presented to indicate that the rela-
tively high or relatively low rates of duty influenced the dollar value of imports
either from neighboring countries of Europe or from non-European sources.
Thus, in the case of Netherlands, Belgium, and Luxemburg, almost exactly 50
percent of their imports came from other countries of Europe. This is almost
exactly the same ratio as prevails for the entire group of 14 countries, although
the average rate of duty for Benelux is less than one-third the average for the
entire group of countries involved.

When we come to the foreign trade of the United Kingdom and Ireland, it is
significant that their total volume of imports is one-half as great as the imports
of the entire group of 25 continental countries. But a very large portion of this
comes from -the outlying segments of the British Empire. This is indicated
from the fact that only 26.7 percent of all British imports came from continental
Europe. According to the table, the average rate of duty on imports into the
United Kingdom (21.3 percent) was slightly higher than the average for the
countries of continental Europe. This, however, was due primarily to the fact
that the rates of duty maintained by Norway and Denmark and the Benelux
group were substantially lower than that maintained by any of the other coun-
tries, and thus reduced the average for the continental countries.

RELATION OF GOVERNMENT REVENUE FROM CUSTOMS DUTIES TO TOTAL REVENUE
COLLECTED BY THE COUNTRIES OF EUROPE FROM ALL SOURCES

Table B again presents all of the same countries in the same order and in
the same grouping as shown in table A. From this table it appears that in the
case of the 10 countries of eastern Europe adjoining Russia, with a population
of 106,536,000, total revenue collected from all sources in the form of taxes
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amounted to $1,302,858,000, or an average of $12.22 per capita. Of this total,
only $108,276,000, or $1.02 per capita, came from customs duties. Thus, tariff
provided only 8.3 percent of the total revenue collected by these countries.
Again, it may be observed that it can hardly be said that the tariff policies of
these countries has constituted burdensome trade barriers, and any program
promulgated by the United States demanding reform in the matter of tariffs
would seem to be out of place.

Turning to the 14 countries of north, west, south, and central Europe, with
a _population of 236,585,000 people, it is to be noted that total revenue from all
taxes amounted to almost $9,000,000,000, or $38.02 per capita. This was more
than three times as much per capita as the taxes collected by the countries of
east central Europe. These 14 countries depended very much more largely upon
customs duties as a source of revenue. Revenue from tariff sources amounted
to $1,473,210,000, or $6.23 per capita. From this it appears that revenues from
customs duties represented 16.3 percent of total revenue collected by these
governments. To require these 14 countries of continental Europe to reduce or
abolish tariffs is equivalent to a requirement that they find new sources of
revenue oif at least $1,500,000,000 annually. It is important to stress that while
the 10 countries of eastern Europe depend upon customs duties amounting to
8.3 percent of their total state revenue, the 14 remaining countries of Europe
depend upop tariffs amounting to 16.3 percent of their total revenue.

Turning to the United Kingdom and Ireland, it is to be noted that, with a
population just under 50,000,0001, the total government revenue amuounted to
well over $4,000,000,000, or $84.70 per capita. This was more than double the
amount indicated as the per capita revenue for the 14 continental countries.
Furthermore, the United Kingdom and Ireland maintained a substantially higher
ratio of tariffs to total revenue than the average for all of the continental
countries combined-26.6 percent, contrasted with 16.3 percent for the 14 conti-
nental countries and 8.3 percent for the 10 eastern European countries.

When the results for the 14 western European countries are combined with
those for the United Kingdom, we find a total of 286,580,000 people, or double
the population of the United States. Almost exactly 20 percent of total gov-
ernment tax revenue, or $2,603,784,000, is collected by this group from customs
duties imposed upon imported commodities. The only obvious conclusion which
can be drawn from this is that for the United States to require these countries
to substantially reduce customs duties on imported commodities is equivalent
to a requirement that they find new sources of revenue amounting to more than
2/2 billion dollars annually, in terms of conditions existing before World War
II. In view of the fact that the general wholesale price level for all commodi-
ties at the present time is substantially double the price levels existing in 1937-38,
and in view of the fact that most customs duties in Europe are in terms of ad
valorem percentages, it would appear that these countries must currently depend
upon customs duties for something like $5,000,000,000 annually as a contribution
toward the support of their several central governments, especially to provide
adequate facilities for transportation, communication, and other services con-
nected with foreign trade.

Any program to aid in the economic recovery of western Europe must therefore
bear in mind that an attempt to reform the foreign trade policies and tariff
policies of these countries will involve a major reform in the entire fiscal or
budget systems of these nations.

Can it be that proponents of the theories of free trade are willing for American
taxpayers to directly or indirectly pay the costs of these services needed to
promote foreign commerce in order to influence world policy in this field?

From a detailed analysis of the attached tables, it does not appear that the
present system of customs duties is unduly burdensome. There is no doubt,
however, but that the tariffs, in addition to providing revenue, also have had
a definite bearing on the industrial development of the several nations.

Any attempt to reform the general tariff structure of Europe must therefore
have in mind something far beyond reform in fiscal policies or the subject of
government revenues and expenditures.

Can it be that among political and economic planners there is a determination
to bring about radical changes in the political and industrial structure of these
countries, entirely aside from the more limited program of relief, rehabilitation,
and reconstruction (European recovery), in order to influence world policy in
this field?
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Imports and customs duties of 25 continental Europcan countries and of United
Kingdom and Ireland

[NOTE: Figures for 1937 or nearest fiscal year. Values in thousands, current United States dollars]

Customs duties collected
Total im- on total imports

Total im- ports from Ratio to
ports from Continental total

all countries European imports Ratio to
countries Total trtal

imports

Union of Soviet Socialist Re-
publics............

Estonia .......................
Latvia ..... . ----
Lithuania

Subtotal .

Poland ........................
Czechoslovakia ............... ..
Hungary...........

Subtotal -- -

Rumania...............
Bulgaria .......................
Y ugoslavia - ----- - -- ----------
Albania ........................

Subtotal -----------------

Total, 10 countries in
Russian zone ............

Finland..................
Sweden . --
Norway.................
Denm ark ----------------------

Subtotal .

G erm any ------------------------
Austria_

Subtotal ...................

Netherlands --... ------------
Belgium and Luxemburg --------
France .
Switzerland ........

Subtotal -------------------

Greece --------------------------
Italy.
Spain --------------------------
Portugal ---

Subtotal -----------------

Total, 14 European coun-
tries --------------------

United Kingdom .
Irelan d --------------------------

Subtotal ..................

Total 14 European nations
plus United Kingdom
and Ireland 3 ------------

$268,251

29,870
45,315
35,778

$100,719

17,854
26,091
21,118

Percent
37 5

59 7
57. 5
59 0

$163,180

5, 764
5,350
9,367

Percent
60.3

19. 2
11.8
26 1

110,963 65, 063 58.6 20,481 18 45

237, 351 118,491 49.9 15, 537 6.5
383,052 225, 972 58 9 29, 814 7. 7
139, 982 115, 354 82.4 8, 636 6. 1

760, 385 459, 817 60 5 54,087 7.11

147, 957 121,885 82. 3 13,320 9.0
63, 320 56, 522 89 2 (1) (1)
120, 691 91,787 76.0 19,241 15.9

6, 598 (2) (2) 1,147 17 3

338, 566 270, 194 79. 8 33, 708 9. 95

1,209, 914 795, 074 65. 7 108, 276 8. 94

203,317 110,614 54.4 37, 549 18.4
541, 158 283, 363 52 3 113, 561 20. 9
321,111 167,087 52.0 34,870 10 8
375, 582 178,314 47 4 24,546 6 5

1,441,168 739, 378 51.3 210, 526 14 6

2,198,506 1,053,967 47 9 536,012 24.3
272, 859 198, 743 72.8 40, 327 14 7

2,471,365 1,252, 710 50. 6 576, 339 23 3

853,287 446,360 52 3 50,224 5 8
919,972 450,523 48. 9 53, 656 5 8

1,700,281 531,515 31.2 313, 927 18 4
412, 227 279, 039 67. 6 62, 970 15 2

3,885, 767 1,707, 437 43 9 480, 777 12. 4

137, 976 87, 694 63 6 35, 093 25. 4
727, 941 355,360 48. 8 86,022 11.8
162,094 93, 855 57. 9 58, 066 36 4
104, 777 44, 487 42. 4 26, 387 25.1

1,132, 488 581,396 51.3 205, 568 18 1

8, 930, 788 4, 280, 921 47 9 1,473, 210 16 5

5,087,695 , 398, 502 27.4 1,083,300 21 2
218,161 22,942 10.5 47, 274 21.7

5,305,856 1,421,444 26.7 1,130,574 21.3

14, 236, 644 5, 702, 365

I Not available.
2 Data not segregated for 1937.
a Does not include islands of Iceland, Cyprus, and Malta.

40 0 2, 603, 784 18 3
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Population, central gortdrnment rrrenue and enstoins duti s of 25 continental
European countries. and of United Kingdom and Ireland

[NOTE.-Figures for 1937 or nearest fiscal year. Values in thousands, current United States dollars]

U . S . S R --------------------------

Estonia ...... .-. -- -
L at w a via ... ....................
Lithuania ...... ...

Subtotal -...

Poland
Ceechoslovakia
Hungary

Subtotal

R um an ia . ......... ...............
B u lg a ria ------------------..-.......
Y ueoslavia ............... . -....
A lb a n ia -----------------------------

Subtotal

Total, 10 countries in Russian
zone

Finland
Sweden
Norway
Denmark ......

Subtotal -

Germany -
A u stria .-- --------- --------------

Subtotal

Netherlands ---- --
Beluium and Luxembourg -.-----
France -
Switzerland ---

Subtotal -

Gi eece
Italy
Spain - - -
Portugal

Subtotal -

Total, 14 European countries-

United Kingdom
Ireland

Subtotal

Total, 14 nations plus United
Kingdom and Ireland ------

Estimated
population

(1,000's)

170, 500

1, 131
1,951
2, 550

5, 632

34,500
15, 263
9, 035

58, 798

19, 423
6,280

15. 400
1,003

42, 106

106, 536

3,807
6, 285
2, 907
3, 749

16, 749

67, 587
6, 760

74, 347

8,635
8,659

41, 906
4, 174

63,374

6, 205
43,786
24, 819

7. 275

82, 115

236, 585

47, 029
2, 966

49, 995

286, .580

Revenue from-

All taxes Customsduties

(I)

$11,517
25,548
31,948

69, 013

310, 220
410, 9W8
158,372

879, 560

132, 483
49, 686
166. 103

6, 013

$103, 180

5, 764
5.350
9,367

20,481

15,637
29, 814
8,636

54, 087

13,320
(2)

19, 241
1,147

354,285 33, 708

1. 302,858 108, 276

69. 993 37,549
222, 296 113, 561
106, 538 34, 870
117,894 24,546

516,721 210.526

3,558,819 536, 012
285.627 40,327

3,844,446 576, 339

276,149 50, 224
302,861 53,656

1, 519. 164 313, 927
100,045 62,970

2,198,219 480, 777

100, 344 35, 093
1,265,698 86,022
470.882 58,066
81,269 26,387

1,918, 193 205, 568

8, 994,300 1,473,210

4,113,037 1,063,300
124, 406 47, 274

4,237,443 1, 130,574

13,231,743 2,603,784

Ratio of
customs
duties to
all taxes

Percent
(I)

50 0
20 9
29 3

29. 6

Per capita revenue
collected from-

All taxes Customsduties

$10. !8
13 09
12. 52

12. 25

$0.95

5 09
2 74
3.67

3.64
p I -

50
7 2

54

61

10. 1
(2)

11 6
19 0

95

83

536
51 1
32 7
20 8

40 7

15 1
14. 1

14.9

18 2
17 7
20 7
62 9

21.8

35 0
6.8

12 3
32 5

10.7

16. 3

26.3
38. 0

26.6

19. 6

8 99
26. 92
17 52

14.95

6.82
7 91

10 78
5 99

8 41

12 22

18.38
33.36
36 64
31.44

30 85

52.65
42. 25

51 71

31.98
34.97
36.25
23.96

34 68

16. 17
28.90
18.94
11 17

23.35

38.02

87.45
41 47

84.75

46.17

45
1.95

95

.92

.68

124
1.14

.80

1.02

9.86
18.06
11.99
6 54

12.58

7.93
5.96

7.75

5.81
6.19
7.49

15.08

7 59

5.64
1.96
2.33
3.62

2.50

6.23

23.03
15. 76

22.61

9.08

I Data not segregated for 1937.
2 Not available.

IMPORTANCE OF NEGOTIATING WITH PRINCIPAL FOREIGN COMPETING COUNTRIES IN
MAKING CONCESSIONS IN TRADE AG1REEMENTS

By Dr. John Lee Coulter, Consulting Economist, Tise American Tariff League, Inc.

In oral testimony before the subcommittee of the Ways and Means Committee
of the House of Representatives, during hearings pertaining to extension of
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the Trade Agreements Act, the writer of this memorandum made a statement
to the effect that since the law requires the extension of all concessions made
in any trade agreement to be given likewise to all other countries (with the
exception of those charged with discrimination against the United States ex-
ports) the State Department should, without exception, carry on negotiations
only with the principal foreign competing country.

Furthermore, if there are two or more leading foreign suppliers saime arrange-
meat should be made whereby concessions granted would te extended to others
than the principal supplier only after some special arrangements had been made
such as a reclassification of the commodity, in question or temporary applica-
tion of the principle of quantitative control. Unless this procedure is followed.
it must be evident that the United States cannot honestly pretend that the
trade agreements negotiated are truly reciprocal in character since there would
be no possible way to secure equivalent concessions from other countries or
what has frequently been referred to as quid pro quo.

The writer of this memorandum then proceeded to state that during negotia-
tions with a group of nations at Geneva, the State Department in the case of
more than 25 percent of all major commodities, carried on negotiations with
other than the principal foreign competing countries. Thereafter, concessions
granted were extended to all other nations. (The principal commodities were
defined as those which were imported in substantial anmunts (luring the years
preceding World War II. Commodities included were all tariff items where
imports in 1939 amounted to $500,000 or more.)

In rebuttal testimony the Honorable William C. Clayton commented to the
effect that there were a few minor cases where exceptions were made, particu-
larly if the principal foreign competing country during the prewar years hap-
pened to be Germany, Austria, Italy, or Japan with whom the United States (lid
not have trade agreements and our foreign-trade relations with them at the
present time are still on a wartime basis.

It was further stated that in some cases negotiations were in fact carried on
more or less simultaneously with two or more different countries at the Geneva
Conference in such a manner that total concessions received were expected to
be the equivalent to concessions granted by the United States.

A detailed tabulation has now been completed, and it shows that during the
Geneva Conference tariff concessions in rates of duty were granted in the case
of 189 major products, as defined above. In the case of at least 53 of these, or
28 percent of the total number, negotiations were carried on with other than the
principal foreign competing country.

Mr. Clayton further stated that if the comparison were made on the basis of
total value of imports, it would be found that generally the d ation from the
rule would be found to apply primarily in the case of relatively secondary items,
and that on the basis of total value this deviation would apply to less than 15
percent.

The tabulation indicates that total value of imports of the 189 products in
question amounted to $450,269,000 in 1989. Actually, the import value of the 53
items, where negotiations were carried on with other than the principal supplier,
was $59,373,000, or slightly less than 15 percent, as indicated by Mr. Clayton.
However, this could be so misleading that a supplementary statement, together
with a complete list of the more than 50 important illustrations referred to, seems
highly desirable.

In the complete list referred to, Cuban sugar, sirup, and molasses are included,
with a total value of $79,290,000. It should, of course, be noted that these items
in the trade agreement with Cuba represent, in fact, the only true reciprocal-trade
agreement negotiated under the Trade Agreements Act. It is, in fact, bilateral in
character, and conforms to dictionary definitions of reciprocity. On the other
hand, the second largest item included among all negotiations is the item of
whisky, of which imports in 1939 were valued at $39,983,000. An examination
of the record discloses that while the United Kingdom was, and is, the principal
source of supply for this commodity, the original concession was granted in a
trade agreement with Canada, effective January 1, 1936, and this concession was
extended to the United Kingdom at that time. In later agreements with Canada
and the United Kingdom these concessions were confirmed. When adjustments
are made for these two items (sugar and whisky) the record shows that in the
case of 27 percent (when measured by value) negotiations were carried on with
other than the principal foreign supplier or competing country.
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In order that the record may be complete there is attached hereto a statistical
table of 7 pages citing the more important illustrations. In each case there
is shown the value of imports of the commodity in question in 1939 together with
imports from each of the principal foreign suppliers and in each case a star
is placed after the name of the country with which bargaining was conducted
at Geneva. Space does not permit a discussion in detail in this memorandum.
of the more than 50 clear-cut illustrations in question. This will be seen at
a glance at items ow the first page. In each case the change in rate of duty
is indicated in order to complete the most useful information on the subject.

The Statistical Abstract records the value of dutiable imports into the United
States in 1939 as $878,819,000. In the reports from Geneva we are advised
that of this total value those made subject to reduced rates of duty as of January
1, 1948 had a total value of $718,684,000 or more than 80 percent of all dutiable
imports. It has already been noted in this memorandum that 189 large items
had a total value of imports in the amount of $450,269,000, indicating that these
189 items had a larger value than all of the minor items combined. But what
has been said of these large items applies with equal validity to the hundreds
of smaller ones.

TABLE 20.-Principal articles on which t/e Geneva agreement fixed rates lower
than the original preagreement rates

["Q" in value column indicates that the reduced duty is subject to some quota provision]

Rate of duty (ad valorem
equivalent)

Tariff Tariff schedule, article and principal supplying Value of
paragraph countries Imports

1939 Before As of As of
any agree- 1947 Jan. 1,

meant 1948

29 ------

34 ------

51 . .....

218 (f)

218 (f)

218 (W-

SCHEDULE 1-CHEMICALS, OILS, AND PAINTS

Medicinal preparations of animal origin-Total_
S w itzerland ..................- - - ----------
B elgiu m ------------------- ---------- -
G erm an y -----------. -.-------------------
N ew Zealand I -----------------------------

Cobalt oxide- T otal ------------------------------
B elg iu m ....................................
G erm an y ----------- . --------------------
F ra n ce --------------------------------------F inland . . . . . . . . . . . . . . . . . . .
C a n a d a ' ----------------------------------. .

Vegetable or animal drugs, n e. s.-Total -----
J a p a n --- -- --- ---- --- --- -- ------ -- -- -- --- ----
N o rw a y ................... ..................
C h in a I ------- ------ ---------------------- -- -

M enthol, natural- Total -------------------------
J a p a n -------- -----------------... - - ---- -
B razil I ---.--------------------------- --

Glass Christmas tree ornaments-Total ----------
G erm any ---- - . -- -----------------------
Poland and D anzig --------------------------
Japan ----------------------------------------
C zechoslovakia I ................. . ... .

Blown glass table and kitchen articles, valued less
than $1 each, etc.- Total -------- --------------

B elgiu m -------------------------------------
G erm an y ...................................
France - ------------------------------------C zechoslovakia I -----------------------------

Blown glassware other than bulbs, and table and
kitchen articles, valued less than $1 each-Total.

G erm an y - -.-------- ............-........
Ita ly - ------ --- ------------- -- -- - - -- -- ----
F ran ce ----------------------
C zechoslovakia I .----------------- . -- -----

SCHEDULE 3-METALS AND MANUFACTURES OF

---------.Pig Iron, containing more than 4/100 percent of
phosphorus- Total -----------------------------

Britih India -------------------------------
N etherlands 1. ----.-----------------------
Canada -------------------------------------
B elgiu m .. -................................

See footnote at end of table.

1,000
dollars

688
273
198
91

945
332
276
178
160

512
197
94
52

766
615

784
633
96
487

797
222
92
50
44

661

182
76
70
55

545
350
127
65

Percent
25.0

----------

14 6

60.0

60. 0

Percent
12 1

7.3

10.0

23.2

60.0

7.2

Percent
12.5

7.3

5.0

18. 5

10.0

4.8

----------------------------------------1__J -----------
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TABLE 20.-Principal articles on which the Geneva agreement fixed rates lower
than the original preagreement rates-Conitnued

Rate of duty (ad valorem
equivalent)

Tariff Tariff schedule, article and principal supplying Value of
paragraph countries imports1939 Before As of As of

any aglte- 1947 Jan. 1,
ment 1948

302 (a) ......

302 (d) -----

312 .......

369 (c) ------

372 ---------

374 -------

393 -------

394 --------

397 --------

403 ----

412 ---------

SCHEDULE 3-METALS AND MANUFACTURES OF-con.

Manganese ore, containing 35 percent and over
of manganese (except from Cuba and Philip-
pine Republic)-Total

G old C oast I ---------------------------------
Soviet Union
B ritish In d ia ---------------------------------
B ra zil I --- ------- --------------------.- -----

Ferromanganese, 30 percent or more manganese
containing not less than 4 percent carbon-
Total

Netherlands -- -
Norway I -
C zechoslovakia ----------------- --.- --------
Poland and Danzig --- -- --

Structural iron and steel beams, girders, etc., not
assem bled- Total ...... -.---------------------

Belgium I
France
Netherlands I - - - -

Parts of automobiles, except tires, etc., "Other"-
Total --

Germany
Canada -

Machinery and parts, n. e. s., except agricul-
tural-Total ----- -- -

Germany - -
Sw itzerlan d ----------------------------------
Umted Kingdom I
France

Aluminum scrap-Total
United Kingdom .....
France
Canada -

Zinc ores (dutiable except pyrites)-Total -------
Peru - - --
Mexico --.
Canada ---
United Kingdom I

Zinc blocks, pigs, etc. (dutiable)-Total -------
Mexico --
Canada l --------
Belgium
N orw ay ---------------------- -------------

Manufactures wholly or in chief value of base
metal other than iron and steel, not plated with
gold, etc., n. s. p. f.-Total.

Germany-
J a p an -- ------- -- ----------- ---- --------------
France-
United K ingdom I -------------------------
Sweden -.----

SCHEDULE 4-wooD AND MANUFACTURES

Brier, ivy, or laurel root, etc.-Total --------------
I ta ly --- --- -- -- ---- ----- ---- ---- --- -- --- -- ----
F ran ce i -------------------------
A lgeria I ----------------------- . --- -------

Manufactures of wood or bark, n. e. s.-Total -----
Germany ------------------------------------
Canada -------------------------------------
F ran ce ..................... .
United Kingdom -.........
Italy-
C zechoslovakia I -----------------------------

1,000
dollars

6, 719
3, 019
2, 204
1,055

367

1,440
562
510
162
118

1,323
1,045

255

901
817

39

1, 545
805
218
152

92
761
496
175

72
1, 304

941
302

41

1,890
872
427
363

94
580

179
112
84
67
44

616
373
128

92
799
114

90
89
54
54
6

Percent
86 2

60. 9

13.2

25 0

27.5

53 1

77.0

57 3

45. 0

10.0
----------
----------
----------

33.3
----------
----------
----------
----------
----------
----------

Percent
43 1

32. 3

13 2

25 0

27. 5

Percent
21.6

22 2

82

12 5

15.0

39. 8 19. 9

10 0

33. 3

38. 5

28.-7

22 8

6 0
----------
----------
----------

25 0
----------
----------
----------
----------
----------
----------

See footnote at end of table.
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TABLE 20.-Principal articles on which the Geneva agreement fixed rates lower
than the original preagreement rates-Continued

Tai iff
paragraph

Value of
imports

1939

Tariff schedule, ai tIcle and principal supplying
countries

SCHEDULE 5-SUGAR, MOLASSES, AND MANU-
FACTURES

Sugar candy and confectionery, n. s. p. f.. Valued
6( or m ore per lb.'-Total ----------- -----------

I t a ly . . . . . . . . . . . . . . . . . . . . . . . . . --- -----------
U nited K ingdom I ...... ------- --------------
N etherlands ------------------- - - - ------
E sto n ia . . . . . . .. . .. . . . . . .. .. . . . . . .. .. . . . . . . . .
L a tv ia ----------------- ------------------

SCHEDULE 7-AfRICVLTURAL PRODUCTS AND
PROVISIONS

Blue-mold cheese, at specific rate-Total --------
D en m ark ------------------------------------
I ta ly ------------------------------ . --- --- ---
F ra n ce I --------------- ---------- -----------

Grapes
"Other" than hothouse. Feb. 15-Jmae 30-

T o ta l .... ..... ... .. .. .. .. .. ... .. ..... .. ...
A.rven tin a -------------------- . ----------
C h ile .... . . . . . . . . . . --- -------------------
Union of South Africa I -- -

Pineapples:
In crates from Cuba'-Total -----------------
Prepared or preserved, except from Cuba and

Philippine Republic, n s p f.-Total ------
Japan --
B i itish M alaya -- ------------------------
C h in a I ---- --- -- -- -- -- ---- ---- ---- -------

Prepared or preserved, n. s. p. I. from Cuba
1

Sauces, n. s. p. f.-Total
Japan --
China' ------
United Kingdom --
Hong Kong
British India__

Vegetables, cut, sliced, etc., n. s. p f.-Total -----
Japan --
China I ....
Hong Kong
Italy -
Canada------------------------------

SCHEDULE S-SPIRITS, WINES, AND OTHER
BEVERAGES

Vermouth, in containers of I gallon or less-Total_
Italy
France' -

Malt liquois, etc., in containers hold each 1 gal-
lon or less-Total ...

E ire -- - - -
Tnited K ingdom I ---------------------------

N etherlands ........... . --

Geimany

SCHEDULE 9-COTTON MANUFACTURES

Cotton cloth, bleached, less than 134 ounces per
square yard, average yarn number over 85, not
woven with swivel attachments-Total.

S w itzeila n d ----------------------------------
U nited K ingdom I ---------------------------

Cotton cloth, printed, dyed, or colored, subject
to additional duty because woven with 8 or
movie harnesses, or with Jacquard, lappet, or
swivel attachments-Total.

B elg iu m -------------------------------------
U nited K ingdom I ---------------------------

440 -
122 -_

Rate of duty (ad valorem
equivalent)

Before As of As of

any agreeJ an. 1,
ment 1 1948

506 .....

710----.

742----.

747 ----

775 ----

775 ---

804 ----

805 .....

904 (b)

904 (d)

1,000
dollars

555
122
113
59
47
34

514
370
102
33

504
456

34
14

1,132

633
555

74

680
504
297
70
44
31
31

662
273
184

81
52
29

1,901
1,142

753

1,343
391
287
224
94

865

840
25

636

Percent
14 0

29. 6

4.6

19.1

21 3

99
17.5

17.5

36.3

25.0

Percent
40.0

41. 7

18. 5

38.3

56.9

28.8
35. 0

35. 0

90. 8

50.0

44. 5

35. 8 Est. 24.0 Est. 21. 5

35.0 1 30.0

Percent
20.0

29 6

9.2

19 1

284

14 4
35.0

454

25 0
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TA1LE 20.-Principal articles on which the Genera agreement fixed rates lower
than the original preagreenient rates-Continued

Rate of duty (ad valorem
equivalent)

Tariff Tariff schedule, article and principal supplying Valu of
pangsph ountiesimnpoi tsparagraph countries 1 s Before As of As ofany agree- 194 Jan. 1,

mient 1948

SCHEDULE 9--COTTON MANUFACTURES-COD. 1,000
dosars Percent Percent Percent

1908 -------- Tapestries and Jacquard-figured upholstery 1,100 55 55 0 40 0
cloths, of cotton or other vegetable fiber-Total.

Italy - 705 --------- - ---- -
Belgium I -- 230 -...... . - . - --
United Kingdom 70 ------- -- - -
F ra n c e -- --- ------ -------- -- ----- -- ---- -- ---- 6 8 . . .. . . . . . . .. . . .. .
Nethei lands I (2) ----- -- --

915 --.---- Cotton gloves made of warp-knit fabric, valued 1,076 60.0 60.0 43. 1
at $1.50 or more per dozen pairs-Total.

B elgiu m ----------------------------------- 409 ------ -- - - - --
S w itzerlan d - ------------------------------- 175 ----- ....... - -- -
Germany -- 152 ..... . - -
Poland and Danzig 146 -- - -.. .-

France ..- 115 -- - -- - -
C zechoslovakia 1 ----------------------------- 37 - - -

SCHEDULE SO-FLAX, HEMP, JUTE, AND MANUFAC-
TURES OF

1014 ----- Napkins of flax, finished or unfinished
Exceeding 130 threads square inch-Total ---- 821 40. 0 25 0 15 0

United K ingdom I ----------------------- 711 -
B elgium .. ... -.--- - - ------ - 0- 40
C zechoslovakia I ------------------------- 29 - -
G erm an y - ----------------------------- 23 - -

1023 ------ Flax manufacturers, n. s. p.. -Total ----------- 635 40 0 40.0 20.0
B elg iu m -- -.-------- - -------------------- 255 --------- ----- - - -
U nited K ingdom .. .............- - -------- 162 .........
C zechoslovakia I -. ---------------- --------- 153 - - - - - -

SCHEDULE l1-WOOL AND MANUFACTURES OF

ll01(a) ---- Donskoi, Smyrna, etc., wool, in the grease (dutia- 1,338 85.4 46 1 46 1
ble)-Total.

Argentina -------------------------- 499 --------- ---------
B ritish India --------------------------- 300 .. - .- --

United Kingdom ------ - - 270 ..........
N ew Zealand I ----- ------------------------- 197 --......

1101(a) - 11 All other wools not finer than 40s (dutiable)
Woolen type, in the grease-Total ---...... 879 90. 2 48 7 48. 7

Argentina ------------------- 624 ---------- .- -
N ew Zealand I ------------------------ 96 - -- - - - --..
United Kingdom --- - 72 ....
Uruguay -- 27 ------ -

1l01(a) ---- Worsted type, in the grease-Total -- - 1,910 90 0 48 6 48 6
A rgen tin a ------ --------------------------- 1,257 ....................
New Zealand I --------------------- - - - . 290 --......
United Kingdom 166 ......... -

102(a) ---- Wools, n. s p. f
Worsted type, finer than 40s but not finer 911 . 92 2 54.4 54 4

than 44s, in the grease-Total.
U ru gu ay --------------------------------- 414 ...... . - -
New Zealand ------------------ 286 -- - - -
A rgen tin a ............................... 92 ..........

1102(b) ----- Worsted type, finer than 44s but not finer than 2.385 86. 9 86.9 65 2
56s In the grease-Total.
U ru gu ay ------------------------------ - 1,332 ..............- - - --
United Kingdom --- 300 . .- .- --
Argentina ------- 272 -
New Zealand I --------- 209 .. . - - --

C a n a d a -------------------------------- 16 1 ..........
A ustralia I --- - --- - - - - - - -- 66 -- - - - - - - - -

1116 (a) ----- Hand-made oriental, etc., rugs-total 52,77 63 2 31.6 28.0
Iran---------------- 2,009 ..... .--
China I ------------ 334 -------- ----------
British India -------------------------------- 53 ..........

1117 (c) -... Floor coverings, including mats and druggets, 913 30 0 30 0 15.0
n. s. p. f. (other than Angora goat) valued not
over 40 cents per square foot-total.
Chma ---------------------------------------- 368 .........
British India I ------------------------------- 352 .......................
Japan --------------------------------------- 141 .........

See footnote at end of table.
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TABLE 20.-Principal articles on which the Geneva agreement fixed rates lower
than the original preagreement rates-Continued

["Q" in value column indicates that the reduced duty is subject to some quota provision]

Rate of duty (ad valorem
equivalent)Value of ______________

Tariff Tariff schedule, article and principal supplying imp

paragraph countries upplying imports
1939 Before 4sf As of

any agree- 1947 Jan. ,
ment 1947 198

SCHEDULE 12-SILK MANUFACTURES 1,000
dollars Percent Percent Percent

1205 ------ Woven fabrics of silk, exceeding 30 inches in 973 55.0 45.0 25.0
width; not Jacquard-figured; bleached, etc.;
all silk; over $5 50 per pound-total.

U united K ingdom .-------------------------- 467 ......... .......... ..........
F rance 1 ------------ ---------------- -- -------- 449 -------------------... .. .. .
Switzerland --------------------------------- 24 .............................

SCHEDULE 15-SU 'DRIES

1504 (b) --- Hats, bonnets, etc., not sewed, etc.: Paper, 98C 36.8 36.8 26.3
bleached, etc.-total.

Japan - 974 - - - -
C hina 4 --- - - - - - -I -- -..........

1504 (b) ----- Hats, bonnets, not sewed, etc.; straw, not 610 25.0 25 0 15.0
bleached, etc -total.
Italy 295 ---------- --------- - ------
China ' 227 -------------------- --------
Ja p an 71 ---------- --------- - ------

1504 (b) ----- Straw, bleached, etc.-total 581 33.1 33.1 23.1
Italy 446 --------- -- --------... .. ..
Chn I ---- - 89 . .. .
Ja p an ..... 32 ......... ....... ..- -.....

1519 (b) ----- Squirrel skins, not dyed-total -- - 615 65 0 35 0 17.5
Soviet U nion -... . 610 --------- ---------- --- -
U nited K ingdom I 2 ---------- ----------..... ..

1528 ------ Imitaition precious and semiprecious stones, etc.,
cut , etc , except synthetic-total --------------- 1,897 20.0 20.0 10.0

Germany ------------------------------- 1.640
Czechoslovakia I ----------------------------- 166 ............................
F ian ce -.. .. 60 ......... ......... ..........

1530 (a)----- Calfskins Dry and dry salted-total ------------ 687 10.0 5.0 5. 0
N etherlan d s ................ 114 ......... ......... ..........
Poland and D anzig -- 114 ......... ...................
F in la n d ------- ------------------------------- 75 .. .... ... ......... ... .......
N orw ay - . . ----------.. .. . .. . .. 65--------
N ew Zealand i .... 42 ......... ......... ..........
A ustralia i .... 10 --------- ---------.. ....

1530(b) (4)-- Calf and kip upper leather-Total --------------- 2.283 15.0 15.0 12.5
N eth erlan d s ----------------------------- 1.060 - ----------.. .. . ... ...
United Kingdom i 283------------
C an ad a ------------------------------------- 244 - --- - - - - - ----------
Belgium -- 4 ........ 204....... .......
Poland and Danzig - 174 -.------- --------- - -----

1532 (a) ---- Women's and children's leather cloves, not over
12", machine seamed, not lined (at specific
rate) Overseamed-Total 549 69.8 69. S 63. &

B elgium -..... 348 ......... ......... ..........
F ra n ce ---- --- -- --- --- --- --- -- --- --- ---- -- --- - 18 8 ---- ---- -- -------- -- ---- --
C zechoslovakia I---------------------------- 5 -

1551 -------- Motion-picture film sensitized but not exposed or
developed, 1 inch or more in width, positive-
Total .... ---------- 1,187 53.4 26.7 13.4

C an a d a ------------------------------------- 1.0 18 --------- ----------.. .. . ... .
B elgium i 111 i ......... ......... ..........
Italy ----------------------------------------- 53

FREE LIST-TAARLE

1658 ------ Copper-Unrefined, black, blister,
3 

in pigs or
converter bars-Total --- - - - 961 47.4 47. 4 23.7

M ea ico -------------------------------------- 588 -. ........ ...... ... .........
C an a d a ----------------------- ----- --------- 157 ......... ......... ..........
C h ile i . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..- 1 20 . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Y u go sla v ia ----------------------------------- so ---------- ......... ..........-

Peru ---------------------------------------- 47 ............................

I Country with which bargaining was conducted at Geneva.
2 Negligible.
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Senator BUTLER (presiding). The next witness is Mr. Jones.

STATEMENT OF J. M. JONES, SECRETARY, NATIONAL WOOL
GROWERS ASSOCIATION, SALT LAKE CITY, UTAH

Mr. JONES. My name is J. M. Jones. I am secretary of the Na-
tional Wool Growers Association, with headquarters at Salt Lake
City, Utah.

Senator BUTLER. You may proceed, Mr. Jones.
Mr. JONES. Thank you, sir. I have attempted to confine my ap-

proach to this bill to the standpoint as to how we feel, how we have
been affected as wool growers by the Reciprocal Trade Agreements
Act, and also how we would be affected by H. R. 6556.

The National Wool Growers Association is a voluntary and unin-
corporated organization of wool growers, founded in 1865 for the
purposes, first, to secure for the business of wool growing equal
encouragement and protection with other great industrial interests
of our country; second, to protect the interests of sheepmen in the
framing of a protecting tariff on wool and lambs.

Our association has never forsaken the principle that it is the
constitutional obligation and duty of the Congress to approve
tariffs. We appear here in support of the amendment to the present
Reciprocal Trade Agreements Act as authorized in H. R. 6556 as a
compromise and in the belief that the bill now pending before this
committee is an improvement over the present Reciprocal Trade
Agreements Act.

If the time of the committee permitted, I could relate the history
of the domestic sheep industry, its present condition, and the future
outlook, but I am sure this is not particularly important to this com-
mittee in the consideration of H. R. 6556. However, certain facts
must be developed so that the position of the sheep producers of this
country is made clear.

In 1934, concern of the wool growers and their representatives was
so great that Senator O'Mahoney, of Wyoming, secured from the
then President of the United States, under date of June 5, 1934, the
following letter:

My DEAR SENATOR O'MAHONEY: My concern that agricultural prices should
be protected and where possible substantially raised ought to be well known
by this time. That is why I was surprised that a question should be raised
about wool. The new tariff bill has been thought of as one of the emergency
measures which would help in the general effect to rehabilitate agriculture and
indolstry together. The wool industry is one of those which needs price pro-
tection, and the suggestion that the new tariff bill might be used to lower
those prices is one which would not have occurred to me. That is the thought
I expressed to you, Senator Costigan, and others on May 9. I have read the
statement which you issued, and, as I might expect, it correctly reports the
facts.

I hope you will have no further concern for fear that something damaging
to the industry may result from the legislation.

On May 25, 1945, President Truman, in his letter to Congressman
Sam Rayburn, of Texas, reassured American industry concerning
trade agreements. A portion of this letter follows:

I have had drawn to my attention statements to the effect that this increased
authority might be used in such a way as to endanger or "trade out" segments
of American industry, American agriculture, or American labor. No such action
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was taken under President Roosevelt and Cordell Hull, and no such action will
take place under my Presidency.

The statement of the late President Roosevelt, namely:
The wool industry is one of those which needs price protection, and the sug-

gestion that the new tariff might be used to lower those prices is one which
would not have occurred to ie-

and the concurrence in that statement by President Truman is an
admission that a tariff on wool is necessary.

It is admitted by both the Army and Navy that no substitute was
found for wool during the war and that wool is a critical material.

The Governments of the United States and Great Britain felt wool
was a strategic material by stock piling millions of pounds in the
United States in the early part of the war. The consumption of wool
during peacetime shows conclusively that wool in the United States
is essential in peace as in war.

In spite of these promises, briefly, the facts are:
(1) In 1936 an agreement with France reduced duties on yarn,

pile, and knit fabrics, decreasing potential demand for domestic wool.
(2) In 1939 the importation of rags from Great Britain was in-

creased approximately 700 percent, or the equivalent of 20,000,000
pounds of wool. The duty was reduced from 18 cents to 9 cents
per pound.

(3) In 1940 an agreement with Argentina reduced the rate of duti-
able wools not finer than 40's from .24 cents to 13 cents; those not finer
than 44's from 29 cents to 17 cents.

(4) In 1942 an agreement with Mexico reduced the duties on sheep
and lambs from $3 per head to $1.50 per head.

(5) The Geneva Agreement, effective January 1, 1948, on wools
grading higher than-44's-and those are the wools that are produced
in this country in greater amounts than any of the others-were
reduced 25 percent, or from 34 cents per clean pound to 251/2 cents;
duties on fresh lamb and mutton were reduced 50 percent, or from
7 cents per pound to 31/2 cents for lamb and from 5 cents on mutton
to 21/2 cents. These concessions were made at a time when the liqui-
dation of the domestic industry was progressing at, the most rapid
rate in history. This action by the executive branch of Government
was apparently made on the "calculated risk" basis.

Senator HIAWKES. May I interrupt you there?
Mr. JONES. Certainly, Senator Hawkes.
Senator HAWKES. May I ask if your industry was consulted in any

way? Did you have your day in court to show the Government this
should not be done and it was not keeping faith?

Mr. JONEs. We did, sir, through the form which is provided for us.
We submitted our briefs. We did not a pear personally before the
Committee for Reciprocity Information, because we found through
experience it had no effect, and we lived quite a way away and did not
come to Washington. We did submit a printed brief.

Senator HAWKES. In other words, you considered it a waste of time
to come here and present this thing personally?

Mr. JONES. Before the Committee of Reciprocity; yes, sir.
Senator BUTLER. You speak in the last part of the paragraph there

of the liquidation of the domestic industry. I wonder if you include,
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in your statement or any insertions some facts and figures substan-
tiating that statement.

Mr. JoNEs. I would be happy to, Senator Butler.
Senator BUTLER. I wish you would include that at the end of your

statement for the record.
Mr. JONES. I will, sir.
It is impossible to determine the effects of these tariff reductions

on the domestic sheep industry because of the abnormal conditions that
have prevailed prior to, during, and since World War II. Nor will
these effects be apparent so long as this country continues to pour
billions of dollars into foreign countries, creating an artificially stimu-
lated foreign economy.

However, I am positive the uncertainty of the future tariff policy
was a big factor and still is one of the important causes for liquida-
tion of the domestic sheep industry.

The present attitude of the State Department continues this un-
certainty.

For example, when the Eightieth Congress in 1947 voted to make
section 22 of the present AAA Act applicable to wool, as this act ap-
plies to other agricultural commodities, when and if determined neces-
sary by the President, to protect the Government against excessive
loss in its purchase of all domestic wool, which condition could be
brought about by the dumping of foreign wool on the American mar-
ket, the then Under Secretary of State flew from the Geneva Con-
ference to Washington, claiming that the application of the present
law to wool would "blow up" the entire Conference.

Senator HAWKES. I might remark in there, it is my own personal
view it might have been good if some of those conferences had been
blown up.

Mr. JoNEs. Many unfounded statements by press, radio, and the
State Department were made against the domestic sheep industry.
The President vetoed the bill, but later signed a subsidy program bill
for wool with section 22 removed.

This is an example of the State Department's unwillingness to give
any quarter, even for the purpose of preventing loss to the United
States Government. Their opposition to H. R. 6556 indicates their de-
mand for complete domination over domestic industry as far as tariffs
are concerned, when, after all, it is the duty of Congress by constitu-
tional authority to pass upon this matter.

Our industry has lost confidence in the ability of the State Depart-
ment to bargain for the domestic sheep industry.

For example, the very day the results of the Geneva Conference were
annuounced, the Asociation Press carried a statement that Canada's
new restrictions on imports from the United States would mean $300,-
000,000 blow to American exporters and manufacturers. Government
officials were reported as saying that they regarded the Canadian re-
strictions as a temporary "necesary evil" to be removed when Canada's
financial position improved.

"The American Government offered no objection," they said, "be-
cause Canada probably would be forced to take more drastic action
lt er had it permitted the drain on its scanty dollar resources to go
unchecked."

76984--48-----21
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Perhaps this last sentence is true, but of what value are reciprocal
trade agreements in a case of this kind to the country in which we are
primarily interested?

We have another objection to the present administration of the re-
ciprocal trade agreements which can best be explained by another,
illustration.

Only very vague reports of the Geneva Conference came to us when
the Conference was in progress, and most of them rumors. This was
not true with the Australian Government, who insists that their repre-
sentatives report back to them before a trade is consummated. As a
result the Australian Wool Control, known as the Joint Organiza-
tion, immediately on learning of the offer made by our State Depart-
ment to cut duties 25 percent, immediately increased the price of their
wool a like amount.

One of the big arguments for reduced duties is the gain pricewise for
the American consumer. In analyzing the action taken above, (1)
the American consumer did not benefit from the tariff reduction; (2)
the United States Treasury lost 81/2 cents per clean pound an all duti-
able wools imported, which on the basis of 1947 importations would
amount to $24,300,000; and (3) the foreign countries received the
dollars.

There has been some criticism of the ability of the United States
Tariff Commission to do a reasonably fast job in determining estimated
costs of production of an industry. We have had some experience in
that connection concerning the domestic sheep industry.

At the request of Members of the United States Senate the Tariff
Commission prepared the estimated costs of production for a number
of years on the sheep industry. The last request was for the year
1946. In February 1947 these costs-of-production figures were re-
leased. This is within 2 months of the close of the calendar year
1946.

Mr. Chairman, I have a copy of that report showing the release
date as of February 1947.

Senator HAWKES. Mr. Chairman, do you not want to file that?
Senator BUTLER. He can file that with the record.
Mr. JONES. It is too long. I do not imagine you would want to

include it in the record, but the date is there, sir.
Senator BUTLER. Yes; it will be filed.
(The report may be found in the files of the committee.)
Mr. JoNEs. As far as our industry is concerned, this cost data is far

superior to any "calculated risk" the State Department could make of
our industry. The cooperation of the Department of Agriculture
with the Tariff Commission and the Tariff Commission making the
recommendations as to maximum and minimum tariff changes to the
President is, in our opinion, preferable to the "iron curtain" of the
interdepartmental committee.

It is in our judgment no crime to protect American industry against
the influx of materials from lower-cost-of-production countries.
Tariff for an essential domestic sheep industry is no more, if as much
of a protection for raw materials, as immigration laws are protection
for American labor. I do not believe American labor in any field
would desire the elimination of embargoes and quotas on foreign
labor. We do not advocate this, but it would lower the costs of produc-
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tion of domestic wool. Labor constitutes approximately 35 percent
of the total cost of production in the domestic sheep industry.

We accept H. R. 6556 as an improvement of the present act. The
association which I represent is convinced that it is not only salutary
but essential that the present bill before the committee be enacted, not
as a remedy but as a safeguard.

We have expressed our confidence in the Tariff Commission and
their ability to assume responsibilities delegated to them under this
bill. In recognizing the abnormal conditions prevailing in the world
today, we believe Congress should have the opportunity granted in
this bill to reject any trade treaty negotiated which exceeds the limits
of the Tariff Commission.

Finally, we think it is essential that the entire tariff program be
brought up for review within the next year. In our opinion, it would
be disastrous to permit an extension of the Reciprocal Trade Agree-
ments Act without change for a period of 3 years.

Senator BUTLER. You are filing with the reporter the statistics
that I requested?

Mr. JoNEs. I am, sir.
(The statistics are as follows:)

Stock sheep on farms and the production of domestic wool in the United States

Number of Production
head of stock of domestic

Year sheep on farms, shorn wool in
as of Jan. 1, grease pounds,

per 1,000 per 1,000
head pounds

1940 --------------------------------------------------------------------- 46, 266 372, 014
1941 -------------------------------------------------------------------- 47,441 387,520
1942 ------------------------------------------------------------------- 49,346 388, 297
1943 ----------------------------------------------------------------- 48, 196 378,843
1944 -------------------------------------------------------------------- 44,270 338,318
1945 ----------------------------------------------------------- 39, 609 307, 949
1946 -------------------------------------------------------------------- 35,599 280.487
1947 -------------- ------------------------------------------------- 32, 125 252, 798
1948 -------------------------------------------------------------------- 130,544 2244,352

I The reduction of stock sheep numbers since the high of 1942 is 38 percent as of Jan. 1, 1948.
2 Our estimate, domestic shorn wool production in 19M8.

Source: U. S. Department of Agriculture, Mar. 18, 1948.

Senator BUTLER. Senator George, do you have any questions?
Senator GEORGE. No questions.
Senator HAwKEs. Nothing further.
Senator BUTLER. Thank you, Mr. Jones.
Mr. JONES. Thank you and the committee.
Senator BUTLER. Mr. Lerch?

STATEMENT OF JOHN G. LERCH, LAMB & LERCH,
NEW YORK, N. Y.

Mr. LERCH. My name is John G. Lerch, Lamb and Lerch, attorneys,
25 Broadway, New York City.

I have no prepared statement, Mr. Chairman.
Senator BUTLER. You may proceed.
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Mr. LERCH. I represent the synthetic organic chemical industry,
the woolen wire cloth industry, collapsible-tube industry, stearic-acid
industry, the toy industry, and a few others.

My friends, Mr. Besse and Mr. Rose, have covered a great many of
the points that I would have touched, and I see no reason for repeat-
ing those arguments. They would be the same as presented by either
of them.

But I would like to talk for a minute, and I have been here before
at hearings on the Trade Agreements Act prior to each renewal,
calling attention to the unconstitutionality of this whole program.

I have submitted briefs which are in the record, but I would like
to repeat those arguments against the constitutionality.

Now, by virtual ratification of the policy, and having embarked fur-
ther on the policy in the form of an international trade organization,
as proposed, it becomes again important to consider its unconstitu-
tionality.

I will not repeat all those remarks. The record is full of them and
the record also contains a very learned opinion in the early stages of
this policy by the Honorable James M. Beck, which is in the Con-
gressional Record.

On this question of unconstitutionality, the ITO in the form of what
we like to call the little ITO was written into the Geneva agreement.
That is volume 1 of the published Geneva agreement.

It attempts, in our opinion, to write into the trade agreements with-
out ratification by Congress, the fundamental principles of ITO.
Those principles go far beyond even the broad action taken under the
Trade Agreements Act. In other words, they commit us to certain in-
ternational obligations with respect to our own economy and the regu-
lation of our tariff rates and every other regulation of international
commerce.

To put it another way, we agreed to submit that to UN, instead of
our Congress through which the forefathers under the Constitution
saw fit to impose it in the Congress.

I very much doubt whether the Trade Agreements Act gives to the
State Department or the President through the Geneva Act, the right
to legislate, and that they have undoubedly done.

We hear repeatedly at each one of these conferences, or hearings,
and I heard it again today, a discussion of the most-favored-nation
treatment.

That is very definitely a misnomer. There is no such thing as a
most-favored-nation treatment in connection with the trade-agree-
ment policy.

The act itself states that when an agreement is entered into and a
rate reduced, that rate shall be generalized to all countries of the world
unless the President finds a discrimination and so proclaims, so that
automatically all rates are generalized to all countries of the world.
The only exceptions are one or two--Italy, for a while, and Germany.
Those are the only two proclamations that I recall.

So that once an agreement is entered into and perfected, for all time
all nations get all the benefits, there is no room for the operation of
what we commonly hear.
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Senator HAWKES. May I ask what you mean "for all time"; because
I understood these trade agreements were made for 3 years, and then
they continue on from year to year unless they are canceled by notice
as provided.

Mr. LERCH. That is my use of the phrase "for all time."
Senator HAWKES. I just wanted to be sure what you had in mind.
You do not feel there is not power in the Congress to stop these

agreements if they take the necessary action?
Mr. LERCH. I think on a joint resolution of Congress calling upon

the President to issue the prescribed notice of 6 months, they could
be terminated.

Senator HAWKES. That is what I wanted to know.
Mr. LERCH. But short of that, they would go on, as I said, forever.
Just the same as the Tariff Act of 1930 enacted by Congress will go

on until changed, and that is the way I spoke of the trade agreements.
Senator HAWKES. May I ask you one other thing. I have seen the

Congress do so many things, and I have seen so many fine Senators
and Congressmen vote to do so many things, not because they thought
it was a good thing but because some Government agency had involved
the Nation to a point where they said, "Congress you cannot analyze
that thing on its merits. You have got to go ahead because we are
involved.

Now, I want to ask you whether you feel we are involved in this
ITO through what was done at Geneva, or what has been done at
Habana, to such an extent we are going to have this story told us on
the floor of the Congress when it comes around?

Mr. LERCH. I do not think there is any doubt about it, Senator
Hawkes, and I would like to ask the question whether we are ever go-
ing to get back the jurisdiction which the Congress has delegated to
the Executive by reason of ITO.

In other words, we have pledged ourselves by ITO, if adopted, to
such an international arrangement that I doubt whether they ever get
back that jurisdiction of Congress which the Constitution conferred on
them to the very argument which you mentioned, Senator.

Senator HAWKES. You appreciate that the chairman of this com-
mittee, and in the committee, *hen we had the State Department
officials before us, it was clearly pointed out to them that in our opinion
these agreements they were making down there required the confirma-
tion by the Congress.

Mr. LERCH. Yes, sir.
I also recall that Mr. Clayton, in his testimony at those hearings,

said that he would submit to Congress any ITO which was proposed
for adoption for its ratification.

The question that arises in some of our minds is: that Habana con-
ference broke up long before the bill we are now considering was taken
up. Why was not the ITO charter as adopted at Habana brought here
and laid alongside of this bill?

It has a very definite effect on the trade-agreement policy.
In other words, if ITO is adopted much that you are doing here now

will be rescinded.
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Senator BUTLER. That is one of the principal arguments which has
been advanced, Mr. Lerch, as to why we should extend this act for 1
year instead of 3 at this time.

Mr. LERCH. But my point is that inasmuch as they are so inter-
twined, why was it not brought here now so that it could be discussed
along with the policy of continuing or extending the trade-agreement
policy. One offsets the other. If you adopt the ITO, as I said before,
you nullify much of the policy which you are now extending.

Senator BUTLEa. We are not in a position to require the executive
department to do that until they get ready.

Mr. LERCH. I understand that, but, since all this is political, it would
have been a fairer political position if we had both to consider.

Senator GEORGE. Mr. Clayton could not submit that.
Mr. LERCH. I know.
Senator GEORGE. The President is the only one in position in our

Government to submit that charter for ratification.
Mr. LERCH. I appreciate that, Senator George. I was not criticizing

the committee or the Congress. I just asked the question of why, inas-
much as they were so intertwined, he did not submit the ITO at the
same time he submitted the request to extend this bill.

Senator BUTLER. You could not expect us to answer that though.
Mr. LERCH. I do not think a clairvoyant could answer that.
Senator HAWKES. I would like to ask Senator George, because he

has great knowledge on this subject, and he has been here through all
these hearings: I do not understand from what you just said that this
ITO can become a thing accomplished without being submitted to the
Congress, do I?

Senator GEORGE. Not the Habana agreement. That is a charter.
That is a treaty, and it has to come to the Senate for ratification.

Senator HAWKES. What did you mean when you said it was up to the
President?

Senator GEORGE. It is up to him to submit it.
Senator HAWKES. If he does not submit it, the Nation should not be

bound by it.
Senator GEORGE. No; we could not be bound by it unless we ratified

it. But, of course, it is the contention of some that what is called the
little ITO, the multiple trade agreement made at Geneva, really in-
corporates some of the same basic principles carried in the Habana
charter.

Mr. LERCH. That was my point, Senator.
The little ITO has virtually, I call it, legislated into our policy the

fundamental principles of the Habana charter of ITO. And to that
extent, without ratification by Congress, we are pledged to its terms.

Senator HAWKES. And they have done that under the authority of
the Reciprocal Trade Agreements Act?

Mr. LERCH. Exactly, and that is the point I made at first. They
have gone further than what I said was unconstitutional delegation
of power by legislating little ITO into the Geneva agreement.

I think that is all.
Senator BUTLER. Thank you very much.
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Mr. LERCH. Thank you.
Senator BUTLER. Dr. Jacobs? Identify yourself for the record,

Doctor, and then proceed with your statement.

STATEMENT OF WILLIAM P. JACOBS, PRESIDENT, AMERICAN
COTTON MANUFACTURERS ASSOCIATION

Mr. JACOBS. My name is William P. Jacobs. I am appearing as
president of the American Cotton Manufacturers Association, which
includes among its members approximately 86 percent of the cotton
mills of the United States. Most of these mills are located in the
South.

We are appearing to support the objectives of H. R. 6556.
While we cannot deny the idealistic principles underlying the pur-

poses of reciprocal trade agreements and the International Trade
Organization as they tend to encourage an elimination or reduction of
trade barriers, it is our belief that conditions in other countries under
postwar rehabilitation are such as to make a continued increase in
reduction in tariff barriers extremely hazardous.

Under present chaotic world conditions it would, of course, be un-
thinkable for the United States to assume a position of selfish isola-
tionism. We can neither relish nor afford steps in the United States
which would have the effect of preventing the restoration of industry
and agriculture in foreign countries, for such a short-sighted policy
would sooner or later backfire on our own economy and upon our own
strong democratic ideals.

However, for the sake of the solvency of the world, we must retain
the solvency of our domestic industry, and we should take no steps
toward the elimination or lowering of trade barriers which will force
a more rapid readjustment upon any of our domestic industries than
they can afford.

Take American textiles, for instance. The records of the United
States Tariff Comission show that in 1891 the tariff rate on countable
cotton cloths imported into the United States on an equivalent ad
valorem rate basis was 46.35 percent.

By 1934, when the new Reciprocal Trade Agreements Act was
passed by Congress, the percentage had decreased to 37.41 percent.
Thus in 43 years the percentage had decreased approximately 19 per-
cent.

However, under the Reciprocal Trade Agreements Act the per-
centage ad valorem rate had decreased in 1946 to 17. 85 percent, which
means that, under this new one-world philosophy and under the ad-
ministration of the United Stated Department of State, the decrease
in the relatively short space of 12 years had precipitated to approxi-
mately 52 percent as compared with a percentage rate of decrease in
the previous 43 years of only 19 percent.

Mr. Chairman, I have a detailed copy of this document by the
United States Tariff Commission, which I would like to file in the
record.

Senator BUTLER. That will be included.
(The information referred to follows:)



Countable cotton cloths:1 United States imports for consumption, under specified tariff acts, 1891-1946

Equiv-
Year 2 Quantity Value Duty Unit value alent ad Equivalent specific

valorem rates
rate

1891 (Oct. 6, 1890, to June 30, 1891) ---
1 8 9 2 ------------------------------------------------------ ---- --1 8 9 3 -----------------------------------------------------------------
18931894 . . . . . . ..1895 (July i to Aug. 27, 1894)------------- ..............

Total (1,422 days, act of 1890) - -
Annual average (act of 1890)............................

1895 (Aug. 28, 1894, to June 30, 1895) ------------------ ------------
1896 ----------------------------------------------------------------
18 9 7 -- ---------------------------------------------------------------
1898 (July I to July 24, 1897) ----------------------------------------

T otal (1,062 days, act of 1894) .. ...............................
Annual average (act of 1894) -----------------------------------

1898 (July 25, 1897, to June 30, 1898) ---------------------------.-.-
1899 ---------------------------------------------------------------
1900 ----------------------------------------------------------------
1901 -----------------------------------------------------------------
1902 -----------------------------------------------------------------
1903 -----------------------------------------------------------------
1904 -----------------------------------------------------------------
1905 ---------------------------------------------------------------1 9 0 0 -----------------------------------------------------------------
1907 ----------------------------------------------------------------
1 9 0 8 -----------------------------------------------------------------

1909 ----------------------------------------------------------------
1910 (July 1 to Aug. 5, 1909) -------------------------------------

Total (4,394 days, act of 1897) .................................
Annual average (act of 1897) ---------------------------------

1910 (Aug. 6, 1909, to June 30, 1910) ----------------------------------
19 11 ----- --- ----- -- --- ---- ---- --- ---- -- ----------- -- ---- -- -- -- ---- --19 12 ----- ----- ----- --- ---- ---- --- --- --- -- --------- ---. -.---- ---- ---..

Square yards
27, 307, 568
34, 230, 870
45, 669, 241
27, 581,490

3, 210, 962

Pounds
--------------
--------------
--------------
--------------
--------------

$3, 538, 780
4, 508, 915
5, 705, 068
3, 465, 333

380, 875

$1, 686, 532
2, 110, 363
2, 728, 851
1, 656, 671

183, 372

Per
square
yard
$0.133

.132

.125

.125

.119

Per
pound Percent

46.35
46 80
47.83
47. 81
48. 15

Per
square
yard
$0.062

.062

.060

.060

.057

Per
pound

138, 000,131 - - 17, 698, 971 8, 365, 789 .128 - 47.26 .061
35, 421, 975 4, 542, 985 2,147, 337 .128 --- - 47. 26 .061 ----------

43, 511,334 5,133,812 2,129,042 .118 ---------. 41.47 .049 ----------
42.068,865 4,998,739 2,080,325 .119 ---------. 41 62 .049 ----- -.
40,178,832 4, 846, 319 1,980, 786 .121 ---------- 40 87 .049

2, 701, 536 - 324, 627 137, 447 .120 .-_ 42 34 .051

128,460,567 --------------- 15, 303,496 6,327,600 .119 --------- 41.35 .049 ----------
44, 150, 760 -- --- 5,259,676 2,174,740 . 119 ---------- 41.35 .049 ----------

40, 738, 827 -------------- 4, 980, 224 2, 182, 731 .122 -------- 43. 83 .054 ----------
54, 294, 327 -------------- 6, 911, 306 3,047, 841 . 127 --------- 44. 10 .056 ----------
60, 625, 422 - - 7, 994, 064 3,498, 272 .132 ---------- 43. 76 .058 ----------
43, 615, 055 6,422,959 2,636,958 .147 ---------- 41.06 .060 ----------
48, 260, 978 7, 238, 355 2, 918, 607 .150 -.-.---- 40. 32 .060 ----------
58, 621,129 - 9,146.023 3, 528,084 .156 --------- 38. 58 .060 ----------
60,254,073 --------------- 8,043,146 3,053,635 .160 ---------- 37.97 .061
50,339,051 --------------- 8,217,735 3.167,543 .163 --------- 38.55 .063
74, 868,012 ------------ 11, 322, 411 4, 372, 728 .151 --------- 38. 62 .058 ----------
83, 640, 236 -------------- 13, 059, 050 4,984,497 .156 ---------- 38. 17 .060 ----------
7 9 , 2 1 2 , 0 4 8 - - - - - - - - - - - - - - - 1 2 , 3 2 0 , 8 9 3 4 , 6 2 4 , 2 9 9 . 1 5 6 ---------- 3 7 .5 3 .0 5 8 ----------
68, 914, 101 --------------- 10, 499, 288 3, 928, 586 .152 37. 42 .057 ----------

5, 973, 305 920, 632 346, 136 . 154 ----------- 37. 60 . 058 ----------

719, 356, 564 -------- 107, 076, 086 42, 289,917 . 149 -.----- 39. 50 .059 ----------
59, 755, 381 --------------- 8,894, 577 3, 512, 931 1.149 3 39. 50 .059 ---------

59, 377, 196 -.............
55, 516, 744 -
46,041,533.............

8 , 7 6 1 , 2 1 4 3 , 7 3 1 , 8 9 8 . 1 4 8 . . . . . .
8, 832, 673 2, 797, 449 159
7,638, 631 3,265,187 166 1 ----

0

0

0

90

H1



1913
1914 (July I to Oct. 3, 1913) .........................................

T otal (1,520 days, act of 1909) ----------------------------------
Annual average (act of 1909) ------------------.................

1914 (Oct. 4, 1913, to June 30, 1914) -----------------------------------
1915 ...............................................................
1 9 1 6 - ---------------------. -.------------------------------------..
1917 ---------------------------------------------------------------
1 9 18 -----------------------------------------------------------------

1918 (July 1 to Dee. 31, 1918) ----------------------------------------
1 9 1 9 ----------------------------------------------------------------
19 2 0 -----------------------------------------------------------------
1 9 2 1 ................................................................
1922 (Jan. 1 to Sept. 21, 1922) ----------------------------------------

Total (3,275 days, act o 11913) ----------------------------------
Annual average (act o f1913) -----------------------------------

1922 (Sept. 22 to D ec. 31) --------------------------------------------
1 9 2 3 -----------------------------------------------------------------

1924 -----------------------------------------------------------------
1 9 2 5 -----------------------------------------------------------------
1 9 2 6 -----------------------------------------------------------------

1927 -----------------------------------------------------------------
1928 -----------------------------------------------------------------
1 9 2 9 -----------------------------------------------------------------

1930 (Jan . 1 to June 17) ----------------------------------------------

Total (2,826 days, act of 1922) ----------------------------------
Annual average (act of 1922) -----------------------------------

1930 (Jun e 18 to D ec. 31) --------------------------------------------
1931 -------------------------------------------------------------. .
1 9 3 2 -----------------------------------------------------------------
1933 ----------------------------------------------------------------
1934 ----------------------------------------------------------------
1 9 3 5 -----------------------------------------------------------------

1936 -----------------------------------------------------------------
1937 -----------------------------------------------------------------
1 9 3 8 -----------------------------------------------------------------
1939 -----------------------------------------------------------------
1940 -----------------------------------------------------------------
1 9 4 1 -----------------------------------------------------------------

1942 -----------------------------------------------------------------
1943 ................................................................

43, 648, 762 -------------- 7,717, 873 3, 161,723 . .177 .---------- 40.97 .072 ..........
6,567,056 .--......... 1,204,780 492,143 .183 .... . 40.85 .075 ---------

211,151,291 - - - - - - -

50,704,093 -

52,054,440 ---
45, 705, 579
53,800,547
73,752. 185 --- ---
44, 522,663
14, 138, 149
47, 846,024

124,446, 600
122,340,259
118,859,802

34,155, 171
8, 201,735

10, 319, 049
7. 208, 472
9,002, 572

15, 093, 203
12,693, 999

5, 222, 078
17,047,514
44,913,694
33,723, 908
33,157, 705

14. 448,400
3, 469, 517

1,896,118
1,474, 895
1,798, 181
2,916,116
2, 276, 919
1,000,722
3, 675, 772
9, 857, 887
7,974,812
7, 734, 7601

162
•162

.198

.158

.167

.205

.285

.369

.356

.361

.300

.279

I ________________

42.30
42.30

18 37
20.46
19 97
19.32
17.94
19.16
21.56
21.95
23.65
23.33

.068

.068

.036

.032

.033

.040

.051

.071
.077
.079
.071
.065

687, 466, 248 --------------- 188, 382,194 40,606,182 .274 ---------- 21.56 .059 ----------
76, 618, 376 20,995,267 4,525,574 .274 --------- 21,56 .059 . -------

29,483,238 4,913,873 7,705,930 2,203,890 .261 $1.568 28.60 .075 $0.449
206,146,780 35,028,240 44,804,119 13,180,591 .217 1.279 29.42 .064 .376
13, 711,446 35,899,993 38,839, 515 10,605,911 .211 1.082 27.30 .058 .295
109,580,704 22, 318,163 26,502,206 7,086,199 .242 1.187 26.74 .065 .318
61,005,063 12, 484,125 16,266,646 4,796,509 .267 1.303 29 49 .079 .384
63,562, 980 11,825,764 15, 792, 290 4,936,627 .248 1.335 31.26 .078 .417
58,918,084 10,736,216 15, 363, 796 4,720,851 .261 1.431 30.73 .080 .440
55, 763,923 10,859,133 14, 942, 435 4,572,922 .268 1.376 30.0 .085 .421
31,648, 025 5,612,833 7,720,613 2,382,044 .244 1.376 30 85 .075 . 424

799,820,243 149,678,340 187, 937, 550 54,484,752 .235 1.256
103,303,039 19,332,128 24, 273,604 7,037,132 235 1 256

10,223,918
33, 541,655
27,675,124
38,853,177
40,493,622
62,107,676
111,941,610
143,689,852
55,723,259
109,927,318
83,879,372
61,148,404
17,641,654
19,690,719

2,479,293
7,133,550
5, 538,603
6, 620,198
6,668,752

11,247,734
20,870,985
28,339,035
11,005,269
18,859,788
14,099,870
11,839,286
4,741,850
4,333,326

2,804, 362
6, 977, 577
4,084,809
5,735,581
6,433, 559
6,661,959

10,055,957
13,026,726
6,059, 259
8,319,600
6,007,114
5, 416,089
4,316,403
4,585,466

891,494
2,431,125
1,519,189
2,199,165
2,406,495
2,216,945
3,248,168
4,251,084
2,016,541
2,529,398
1,824,137
1,485,197
1,073,466
1,006,230

.274

.148

.159

.107
.090
.091
.109
.076
.072
.089
.241
.233

1.131
.978
.738
.866
.965
.592
.482
.460
.551
.441
.426
.457
.910

1.058

28.99
28.99

31.79
34.74
37 19
38 34
37.41
33 28
32.30
32.63
33.28
30 40
30 37
27.42
24.87
21.94

.068

.068

.087

.072

.055

.057

.059

.036.029

.030

.036

.023

.022

.024

.061

.051

.364

.364

.360
.341
.274
.332
.361
.19
.156
.150
.13

123
121.12,

22(
•23

----------
----------

----------
----------
----------
----------
----------
----------
----------
----------
----------
----------

- NM

0

0

7

4

0

5
66

07 H

0 H
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Countable cotton cloths:1 United States imports for consumption, under specified tariff acts, 1891-1946-Continued

Equiv-

Year 2 Quantity Value Duty Unit value alent ad Equivalent specific
valorem rates

rate

Per Per
square Per square Per

Square yards Pounds yard pound Percent qard pound
1944 ----------------------------------------------------------------- 11,215,705 2,288,720 $2, 723, 184 $520, 963 $0.213 $1. 190 19 13 $0.046 $0.228
1945 ---------------------------------------------------------------- 79, 870, 450 18,825,445 22, 839, 411 3,217, 932 .286 1.213 14.09 .040 .171
1946s -------------------------------------------------------------- 43, 649, 605 9,830,108 15,009,342 2,679,846 .344 1.527 17.85 061 .273

Total (6,041 days, act of 1930) --------------------------------- 951,473, 120 184,721,812 131,056,398 35, 517, 375 .138 .709 27.10 .037 .192
Annual average (act of 1930) ---------------------------------- 57, 488, 444 11,160, 977 7,918, 488 2,145,976 .138 .709 27.10 .037 .192

Countable cotton cloths, other than tire fabric, such as are dutiable under paragraph 904 of the Tariff Act of 1930. This table does not include cotton cloths containing silk or
rayon (par. 905) or wool (par 906).

2 Unless otherwise indicated, data for 1891-1918 are for fiscal years ending June 30 and data for 1919-46 are for calendar years.
* Preliminary.

Source: Compiled from official statistics of the U. S. Department of Commerce.
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Mr. JACOBS. Now, this reflects a dangerously rapid decrease in trade
barriers. Since 1934 when the Trade Agreement Act became law
most of the years since then have been war years when most of our
industries, including textiles, were hard pressed to supply sufficient
cloth for our allies as well as for our domestic consumption.

The question of the rate of the tariff, of course, had little or no
effect, therefore, upon the exporting or importing of textiles. We
were operating under emergency conditions which were entirely ab-
normal and tariffs had little efect upon the increase or decrease of
foreign trade.

As we return to more normal conditions, however, it seems quite
clear that the intent of our reciprocity in trade agreements supported
by the proposed international trade organization and apparently
sponsored by our own Department of State is to so adjust trade bar-
riers as to encourage the rehabilitation of foreign textile industries by
enabling them to make use of American capital in the manufacture of
increasing quantities of textiles which they can sell in the United
States over lowered tariff walls to obtain the dollars with which to
buy other American products which they cannot themselves make.

Now it is granted that international trade agreements must be
based upon the good of the whole and if ultimately the United States
increases its exports of other heavier products we must not be too
critical if the step happens to work against the interests of the Ameri-
can textile industry; and we are not.

We recognize the inescapable facts that:
1. We in the United States have most of the dollars.
2. That other nations need our type of manufactured and raw

products which they do not themselves produce.
3. That textiles happen to be the one type of product in which the

United States leads but which can be made by all people everywhere.
4. That unless foreign countries can sell us something they cannot

find the dollars with which to buy from us.
Furthermore, we recognize the inescapable conclusion that in the

future we cannot under new world conditions expect to permanently
hold a position of world leadership in any product in which we are
dependent upon the protection of high tariff barriers alone.

Hence we do not insist upon a law which will afford higher tariffs
on the imports of textiles into the United States.

Furthermore we do not depend entirely on tariff walls to build and
hold a position of world supremacy in textiles. This in spite of the
fact that there is, due to foreign currency collapse and other effects
of a world war, a greater disparity between the high American textile
wage and the low textile wages in foreign countries than ever before.

Our position is rather one of sympathetic understanding of the
problems of our international competitors, combined with a desire
to be helpful and constructive.

We do not know whether a continued lowering of barriers against
world trade is necessary or inevitable as some of our leaders seem to
think it is. However, if that be true we do maintain that the process of
lowering should be subject to such limitations in speed and in amounts
as will give our domestic industries which are to be most affected the
time to adjust themselves to the new circumstances and thus minimize
the injury.
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Senator HAWKES. I want to interrupt you right there to say that is
one of the best and most intelligent statements that I -have heard
anywhere.

Mr. JACOBS. Thank you, Senator.
Senator HAWKES. In other words, if you try to preserve this country,

you are called an isolationist or any kind of a name that indicates you
are not willing to be cooperative. But I know, because I have been in
the manufacturing business, that the difference between a top pressure
load, a complete operation, in meeting a situation created by a lower
tariff is one thing, and when that top goes off and you go down to 80 or
85 percent, you have got an entirely different picture, and you can turn
from a profit situation into a red situation.

All I have ever said is just what you stated right there: that we want
to do the right thing but let us not make haste too rapidly.

Mr. JACOBS. I think that is very sound.
Senator HAWKES. In other words, let us make haste slowly and know

that we are right because we cannot ruin this great economy and indus-
try of this country and then get it back by waving a magic wand. And
people do not understand that. People by the thousands have been
urged to write letters to their Congressmen and Senators.

I have talked to them all over the country: "We want the reciprocal
trade agreements without any amendments."

I have gone and asked what they knew about the Reciprocal Trade
Agreements Act. You would be dumfounded to get the answer. They
do not know anythng about it.

Some one person has asked three or four hundred people to write
letters, and the lack of knowledge on what this thing can do to the
economy of the United States is a sad thing, and that is what you are
talking about, and I want to compliment you on the statement in that
particular paragraph.

Mr. JACOBS. Thank you very much. I feel very highly compli-
mented that you agree with that thought.

This is particularly advisable in the case of American textiles.
As stated, we shall not depend upon tariff walls alone. We must

and shall produce a better fabric at a lower unit cost to meet the severe
competition of the world market in which low foreign wages play an
active part. In short we must and will, with the cooperation of far-
sighted American workers and automatic machinery through mass-
production methods, produce yarn and cloth at lower unit costs and
with higher individual productive capacity and larger individual
earnings, so that our yarn and cloth may be sold at lower prices that
more may afford to consume them and more may be developed in their
manufacture.

The development of this process under this modern conception of
the American way has been under operation for years. That is why
we will lead tomorrow even if tariff barriers are lowered.

However, the development of such a process takes time and money
and much new equipment which we do not now have.

It will come in time. Meanwhile we must not forget that American
textiles are particularly vulnerable today against world competition.
We have not yet successfully completed the change. We still use more
manual labor in the manufacture of a unit of cloth in proportion than
is true of any other major industry in America.
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Compare the manufacture of a unit of cotton cloth with its nearest
cousin, a unit of paper. I believe it takes about five sets of human
hands to guide a log into the hopper, grind it into pulp, test the chem-
ical content, and operate the hoist to lift a roll of craft paper from the
paper machine. In the case of cotton cloth it takes from 16 to 25 pairs
of human hands. As long as there is that high percentage of manual
labor involved in the production of a unit of cotton cloth, our industry
is necessarily and unusually vulnerable to low-wage world competition
and particularly so if tariff walls are lowered more rapidly than the
speed of adoption of new processes by the industry.

Hence our posit-ion on reciprocal trade agreements is that the values
of the entire system' should'be reappraised in the light of the long-pull
world readjustments under conditions more nearly approximating
normal than in the case of war years.

There is clearly not time left to this Congress before adjournment to
carefully analyze the full effect of tariff changes under modern con-
ditions.

We believe therefore that it is smart and sound to continue the
present system for a year, and only 1 year, to give Congress time to
fully inform itself on such an intricate subject which means so much
to hundreds of thousands of American workers and to millions of
Americans who directly or indirectly depend upon the American tex-
tile industry for a livelihood.

We have within recent months noted a decided tendency of some
foreign countries to undertake to make their own domestic textile in-
dustries self-sufficient by raising tariff walls or setting embargoes
against the importation of foreign textiles; this while our Govern-
ment, is endeavoring directly or indirectly to aid them.

We should carefully watch this tendency for a year and be pre-
pared to adjust our own tariff policies more practically in the light
of' the extreme nationalistic spirit of some of our fellow nations
before we go into a one-world philosophy of reduction of trade
barriers.

Furthermore it is our firm conviction that this entire matter will
be more soundly adjusted at the hands of Congress and our Tariff
Commission than when left to the world beneficence of the United
States Department of' State which seems at times to be more con-
cerned with the plight of our foreign competitors than with the wel-
fare of the American workers.

And so, Mr. Chairman, we recommend the adoption of H. R. 6556,
not because we believe in reciprocal trade agreements, or in the Char-
ter of the International Trade Organization, but because we believe
that Congress should give a much more intensive study to this intri-
cate subject before conclusions are reached.

Senator, BUTLER. Dr. Jacobs, it is a very splendid statement from
one representing and well able to speak for the manufacturers and
the- processors, but I wonder if you could not add a paragraph now
in behalf of the cotton producer.

He is in the picture. What will be the effect of the adoption of
this law or its rejection on the producer?

Mr. JACOBS. Mr. Chairman, I have, of course, no authority to speak
for. the cotton farmer.

- Senator BUTLER. Just give your opinion.
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Mr. JACOBS. It is my opinion that the cotton producer, the cotton
manufacturer, and the cotton mill worker are all three out on identi-
cally the same limb, and that ultimately through mechanization aid
through the assistance of science it is going to be necessary for us to
meet a severe world competition by very much the same general
methods.

I think that all three, for the time being, need the protection of
a protective tariff, and I am sure that the leaders in the cotton-
farming field have expressed themselves to that purpose many times,
and they are working very vigorously now to try to reduce through
farm mechanization the cost of production of raw cotton.

Senator BUTLER. Senator George? Any questions?
Senator GEORGE. No questions.
Senator BUTLER. Senator Hawkes?
Senator HAWKES. I simply want to compliment Dr. Jacobs again

for one of the best statements I have seen since I have been in the
Senate.

Mr. JACOBS. Thank you very much.
Senator BUTLER. A number of letters, statements, and telegrams

were submitted for the record. They will be inserted at this point.
(The letters, statements, and telegrams referred to follow:)

STATEMENT OF THE AMFRICAN VETERANS COMMITTEE (AVC) ON RENEWAL OF THE
RECIPROCAL TRADE AGREEMENTS ACT

The American Veterans Committee (AVC), as an organization of World War II
veterans who are dedicated to achieving a more democratic and prosperous
United States and a stable world, is greatly disturbed that inadequate public hear-
ings are being held on the extension of the present Trade Agreements Act.

The interest of AVC in the reciprocal trade agreements program was clearly
stated at our last national convention held in Milwaukee, Wis., in June 1947.
The assembled delegates adopted the following statements of policy on this issue;

"We believe that in our country's interest all nations must be enabled to con-
tribute to and share in an expanding world economy. The United States together
with other economically advanced nations must strive to create favorable con-
ditions for constantly and rapidly expahding industrial production and the
diversification of agriculture throughout the world. Agreements among nations
in restraint of trade, other than those recommended by competent international
agencies and those imposed for security reasons upon the vanquished of the war,
must be abrogated.

"Only under conditions of expanding world trade can borrowing countries
meet their debts. We believe that a nondiscriminatory trade pattern is most
conducive to such expansion. We realize, however, that a number of countries
must maintain some restrictive practices during the transitional period of recon-
struction. We favor the establishment of an international trade organization
that will further the positions taken in this platform.

"We urge the continuance by our Government of the reciprocal trade agree-
ments program and the lowering of tariff walls and the abolition of other similar
import restrictions."

It has been repeatedly pointed out that the reciprocal trade agreements embody
the basic principles of American commercial policy as expressed in the Bretton
Woods agreements, the Anglo-American loan agreement, the general agreement
on tariffs and trade, the charter for an international trade organization, and,
perhaps most important, the European recovery program.

In 1934 the Congress first approved the Reciprocal Trade Agreements Act which
had specific express aims including securing markets for American exports and
thus increasing domestic employment; checking the trend toward constantly
increasing tariff walls, and reconstructing a multilateral commercial system
based on unconditional equality of treatment.

The success of the reciprocal-trade program would lead one to believe that
the Congress would act quickly to extend the act for at least 3 years. Although
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the American tariff program was long a partisan issue, the statesmanship dis-
played by Republicans and Democrats alike in action on ERP led to the hope
that the same statesmanship would be displayed on this vital issue. The fact that
three Republican Presidential candidates, Mr. Landon in 1936, Mr. Wilkie in
1940, and Mr. Dewey in 1944, supported reciprocal-trade agreements would also
indicate that the program had proven itself and was no longer an occasion for
narrow partisan considerations.

In the passage of the European recovery program the Congress demonstrated
an understanding of the vital necessity of world economic cooperation. It should
be evident that the entire purpose of ERP can be largely negated by failure to
extend the trade-agreements program. We are spending vast sums to help
Europe in an over-all program of reconstruction. The aim of the program is to
place Europe once again in a position to support itself. Europe, as well as other
parts of the world, must export goods if it is to pay for the goods that it imports.
If the United States this year fails to extend the trade-agreements program,
Europe will be denied the incentive which would be provided by the hope of
once more being able to export goods.

We are living in a critical period in which it is being increasingly realized that
international anarchy must be replaced by international understanding and
cooperation. We can dramatically demonstrate once again to the world the
interest of the American people in world cooperation by extending the Trade
Agreements Act for a period of 3 years.

STATEMENT ON EXTENSION OF RECIPROCAL TRADE AGREEMENTS, BY PROF. SEYMOUR
E. HARRIS, HARVARD UNIVERSITY, ON BEHALF OF AMERICANS FOR DEMOCRATIC
ACTION

1. INTRODUCTORY

Americans for Democratic Action is a national organization dedicated to the
achievement of economic security within a framework of political freedom.
We have some 26,000 members in 106 chapters in 40 States. I am a member of
the Cambridge, Mass., chapter. ADA is committed to the position that we must
strive for peace with the same conscious use of our economic power as we once
staged war. The continuation of our reciprocal-trade agreements is a vital part
of this peace program.

Even more than in 1945, this country needs the "protection" of the reciprocal-
trade program. Over the last 33 years, this country has poured out $80,000,000,-
000 of goods and services which have been financed by credits and grants; and
about $20,000,000,000 for which we have received gold. These $100,000,000,000
are for the most part gifts to the world and particularly Europe; and we can
expect to receive little in return for $100,000,000,000 of goods and services thus
financed.

2. THE NEED FOR IMPORTS

This country will continue to work hard and "give" away goods to foreign
countries as we propose to do under the European Recovery Program until we
elect to accept goods in exchange.

Obviously this is far from the whole explanation of our excess of exports
over the years since 1913. War and European and world distress are the major
explanation. But our unwillingness to import made the repayment of past loans
more difficult and contributed to defaults in the early thirties. Even in 1947
our imports were but 2.4 percent of our gross national product as compared with
2.9 percent in 1934-38. The more we import, the less we need give away. Yet,
in 1947, our imports, relative to income, were only about one-half of what they
might have been expected to be even on the low standards of the thirties. (Al-
lowance is made here for the much larger percentage of imports to income
expected with incomes at $230,000,000,000 (1947) in contrast with incomes of
$85,000,000,000 (1936-38).

Our low level of imports is indeed associated with curtailed production and
unavailabilities of exports abroad; but if our imports are to rise in the next
few years, the stimulus of low and even reduced tariffs will be required.

In 1947 our excess of exports was no less than $10,000,000,000. The Marshall
plan will make it possible for this country to continue to export at close to the
1947 rate in 1948-the exports should be $15,000,000,000 and the excess of exports
$9,000,000,000. But ultimately this country should become an importing na-
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tion on balance, unless we continue to lend year after year and require no or
little interest and do not ask for repayment. If we stop lending after 1951
and require repayment of part of our loans as well as market rates of interest,
then the excess of exports will soon be converted into an excess of imports. The
world will require 1.5 billion dollars of net exports to this country annually to
finance current debts, and perhaps $1,000,000,000 additional to service later
loans. We may then import more than we export by 2 to 3 billion dollars,'in
contrast with our current excess of exports of $9,000,000,000. To do this we
shall need the support of the reciprocal trade agreements.

3. THE RECIPROCAL TRADE AGREEMENTS (RTAJ

It is not easy to estimate the effects of the reduction of tariffs under the
RTA from those of other variables. Clearly the rise of trade from 1934 to
1939, for example, is associated in no small part with the growth of income in
that period. Yet substantial reduction of tariffs under the RTA surely played
a part. More goods are purchased both in response to more income, and to lower
prices; and tariff reductions contribute to relative declines in prices.

On this score, the rise of trade of this country from 1934 and 1935 to 1938
and 1939 was much larger with countries with which we made agreements under
the RTA than with other countries. Our exports to and imports from trade-agree-
ment countries rose by 63 and 27 percent, whereas our exports and imports from
nontrade-agreement countries rose only by 27 and 121/2 percent, respectively.
Clearly, trade agreements were reflected in the relative rise of trade with
countries that agreed to reductions under the RTA.

By 1945, the reductions attainable under the RTA had largely been achieved.
Under the 1945 legislation, additional reductions of 50 percent were allowed.
Under the provisions of this extension, the United States participated in the
general agreement on tariffs and trade signed at Geneva on October 30, 1947.
Twenty-three countries, accounting for approximately 75 percent of the world's
trade, participated in the negotiations at Geneva which included general tariff
concessions and general provisions dealing, among other things, with barriers
to trade other than tariffs. These tariff concessions related to two-thirds of
the import trade of negotiating countries, and about half of the world's trade.
This agreement is to be applied multilaterally; that is to say, any concession
made by one country to another will be generally applied. This agreement is
the first major step to be taken by important nations to reverse the trend to-
ward trade restrictions and economic isolation which has persisted throughout
the world since the First World War.

What is required now is an extension of the RTA without crippling amend-
ments-e. g., each agreement should require the approval of Congress. What
is proposed is a broad line of policy by Congress and discretion in the Executive
for working out the details. Unless this is done, the special interests, always
alerted to the effects, real or imaginary, upon their economic position, will effec-
tively sabotage the reciprocal trade program.

4. THE CASE FOR REDUCED TARIFFS

Once more the old arguments for tariffs are being dusted off to be exhibited
before the Ways and Means Committee. In particular, the argument of unfair
competition with cheap foreign labor and the defense argument play a large
role; but they are not equal to the task of refuting the simple logic of freer
trade-not, of course, free trade which is only a distant goal never to be reached.

(a) Why foreign trade?
Exchange of goods over national frontiers makes it possible to get goods that

otherwise would not be obtainable-tin, coffee, crude rubber, silk, British woolens,
French wines, Swiss watches, etc.-and makes it possible to get goods more
cheaply than otherwise would be possible. We can produce crude rubber; and as
Adam Smith said the Scotch can produce grapes. The difficulty is that the costs
are too high. It is much cheaper to exchange our automobiles for foreign rubber
than it would be for us to produce both automobiles and crude rubber. In short,
if we are to export, we must import.

(b) The cost of economic isolationism
We can, if we wish, indulge in economic isolationism. The costs, both, in a

reduced standard of living, and in the increased likelihood of war, are larg- in-
deed. Before the war, Russia's foreign trade was less than 1 percent of he
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income. She was prepared to pay the price of economic and political isolation,
not the least of which was a standard of living much lower than she might have
had, if she were ready to trade as other countries were. She traded a higher
income potential for secrecy, isolation, etc., that went with less trade.

The British, on the other hand, exported goods to the value of about 20 percent
of her national income; without these exports, she could not survive as a sig-
nificant power-for their importance lay not only in that exports provided $1
of every $5 of income, but also in that they enabled her to pay for the imports
of food and raw materials without which her 50,000,000 people could not keep
employed, or, if employed, they would earn wages much below what is required
for a modern standard of living. The cost of economic isolation for Great Britain
would be a rapid drop in standards of living and in population;, and ultimately
she would become a third-rate power-a twentieth century Sweden.

Our country, with 5 to 10 percent of our national income accounted for by ex-
ports, lies in between the U. S. S. R. and Great Britain. We can survive eco-
nomic isolationism, but at a much lower standard of living; but we are not likely
to survive a third world war, toward which we would make an important con-
tribution through supporting economic isolationism. The next war will cost
much more than $350,000,000,000, and millions of distorted lives, the cost to us
of World War II. Our income potential will be destroyed for generations, if not
centuries; and lives will be lost by the tens of millions, not by the hundreds of
thousands.

Here is a country with 7 percent of the world's population and 40 percent of
the world's income. Here is a country with a per capita income of $1,400, which
is around $25 in China and India. Here is a country which, in the view of
some, would shut itself off from trade with the rest of the world on the grounds
that we cannot afford to buy goods abroad; that we have to take care of our own
industries. The natural reaction of foreign countries will be just as it was
when we imposed the 1930 tariff; we did not realize how much welfare is tied to
that of the rest of the world.

We played our share in the world's economic debacle of the thirties-though
we were far from exclusively responsible. Under the bilateral system of trad-
ing developed by Hitler, Schacht, and others, we did not do very well. World
trade declined from $65,000,000,000 in 1929 to only $26,000,000,000 in 1932; and
our trade declined more than that of any other large trading area. By 1934,
our share of world exports was 26 percent less than in 1928. A democratic
country, as all of us know who participated in the economic strategy and tactics
of World War II, is not very good at horsetrading.

(c) The current campaign to increase trade and employment
Now we are embarked on a sensible trade policy. Our Trade Agreements Act

of 1934 and the reciprocal trade agreements program of 1934-45 were the first
steps which we took back to sanity in international economic relations. Various
programs for international ecomonic cooperation-the bank, the fund, FAO, the
renewal of the reciprocal trade agreements (1946) and 1948-are the second step.
Now we are moving toward the third and perhaps most important step, the pro-
posed International Trade Organization. That is a realistic program which
recognizes the need of some compromises with free trade, but yet marks out the
steps toward multilateral trade and relative freedom to exchange goods. The
proposed charter recognizes the need for cooperation; the special cases when
protectionism may be justified; the relation of domestic policies and economic
conditions abroad; the need for a gradual abandonment of exchange control;
of bilateral trade agreements; the gradual removal of the invisible tariffs; the
discouragement of restrictive business practices; the control of intergovern-
ment commodity arrangements-in short, the need of freedom of enterprise and
trade in the international field.

The proposed charter says: "In general, to promote national and international
action for the expansion of the production, exchange, and consumption of goods,
for the reduction of tariffs and other trade barriers, and for the elimination of
all forms of discriminatory treatment in international commerce; thus con-
tributing to an expanding world economy, to the establishment and maintenance
in all countries of high levelsof employment and real income, and to the creation
of economic conditions conducive to the maintenance of world peace."

(d) Are high wages in the United States a valid argument for trade restrictions
Old arguments for the tariff are largely dead. No intelligent citizen talks

bout the need of protecting American labor against low wages abroad. Since

76984-48------22
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wages are higher here than anywhere else in the world, it is no wonder this
argument is nonsensical. We would have no trade at all if differences in wage
rates were a criterion.

Indeed wages are higher in this country than in Switzerland-more than two
times as high. On the average, they seem to be about five times as high here as
in Latin America. A few years ago, one could obtain a 16-hour-a-day servant in
Rio for $10 a month. Does this mean that we should not import Swiss works,
or Brazilian coffee, or Peruvian silverware? Of course not. We can pay wages
2 to 10 times as much as other countries and still sell goods abroad in competi-
tion with foreign producers. Our automobile companies, our machine tool pro-
ducers, our apple growers, etc., seem to be able not only to meet foreign compe-
tition here but also abroad. In fact, we are able to export in the very industries
where wages are a maximum. Our objective is to concentrate on industries in
which high money wages are compensated for by high productivity. Where we
have to pay $10 a day and do not have the peculiar advantages of American
ingenuity, high standards of administration, economics of large-scale production,
etc., then we are wasting resources. We should allow other countries to produce
these items, and we should concentrate on industries that can afford to pay
high wages.

(c) The defense argument

As the wage theory in favor of protection has lost support, protectionists
increasingly reach out for the defense argument, it is necessary to protect an
industry in order to nurture the military strength of this country. The argument
often has substance. We are now asked to develop a rubber industry, a merchant-
marine industry, protect our chemical industry, etc., in order to make us immune
from attack. If this argument is carried far enough, we shall embark on a com-
plete program of economic isolationism. These "war" industries are frequently
the very industries in which we are inefficient. The merchant marine is a notable
example. Here we pay high American wages but have no special skills, no special
economics, no unusual productivity. It is an industry in which the country will
have to sink billions of dollars in order to keep it alive in competition with
Norwegian, British, and Dutch ships, paying much lower wages. Clearly we can-
not bypass the defense argument; but we should not allow the crude protectionists
to obtain crutches by the appeal to the case for defense when protection is not
required under a judicious examination of the security issue.

5. IN STMMARY

We hold that the country's interests will best be served by renewing the RTA.
We take that position because more trade and freer trade will help reduce the
dangers of war and will contribute to higher standards of living; because we
either must increase our imports or give away more of the products of our mines,
factories, and labor; because we are now embarked on a program of improving
economic and political relations the world over, and a failure to extend the RTA
will be a sign of a lack of faith and will endanger other parts of this program;
because the whole program is part of a bipartisan foreign policy.

Above all, we should not be too anxious concerning the trade concessions made
by the rest of the world vis-PI-vis our concessions. What is needed, once the
current crisis ends, is a relative rise of our imports and a decline of our exports;
and a relative gain of foreign exports and a relative reduction of foreign imports.
Only in this way can the long-run problem of dollar shortage and excessive exports
and credits and loans from the United States be solved. Insofar as our conces-
sions are more generous, we merely facilitate the task imposed on other countries
of paying their way.

AMERICANS FOR DEMOCRATIC ACTION,
Washington 6, D. C., June 3, 1948.

Hon. EUGENE D. M ILLI-KIN,

Chairman, Finance Committee,
United States Senate, Washington 25, D. C.

My DEAR SENATOR: Americans for Democratic Action, at its convention in
Philadelphia in February, endorsed the continuation of our reciprocal-trade policy
as "plainly necessary" to the revival of multilateral world trade. Furthermore, in
the view of this organization, the revival of world trade is a necessary condition
for the success of the European recovery program.
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Our country has taken the lead, among the nations of the world, in establish-
ing sound and orderly economic relationships. We were the prime movers in
the establishment of the International Bank and the International Monetary
Fund. The climax of our policy was the enactment of the European recovery
program for the underpinning and revival of stable economic conditions in Europe.
An integral part of this whole movement in our international foreign policy is
the progressive reduction of artificial trade barriers which we have carried for-
ward through the instrumentality of the Reciprocal Trade Agreements Act.
Building on the authority established by this act, we have, in spite of difficulties
and the reluctance of other nations, succeeded in laying the foundation for the
International Trade Organization. This organization carries the promise of
revitalizing the currents of world trade and protecting them from the impedi-
ments of economic nationalism for decades to come. As a first earnest of our
intentions in pressing for the establishment of this organization, we have joined
with the leading trading nations of the world in a general agreement on trade
and tariff under which, utilizing the authority granted by the Reciprocal Trade
Agreements Act, we are prepared to reduce our tariffs in return for similar con-
cessions by other countries.

Years of long and difficult negotiations are now beginning to bear fruit.
The stable foundations for world trade toward which our Government has been
working for 14 years are now within our grasp. To curtail or modify the
authority of the Reciprocal Trade Agreements Act at this time would be an
act of reckless folly with incalculable consequences for the future. The Gear-
hart bill (H. R. 6556), recently passed by the House under a closed rule, signalizes
to the world that the United States is about to abandon the policy which it has
so long adhered to, and to destroy the world trade structure it has done so much
to create. The Gearhart bill renews the authority of the Reciprocal Trade
Agreements Act only for 1 year, and so modifies and hampers the exercise of
that authority as to make it ineffective even for this inadequate period of time.
A year's extension is inadequate to organize and carry through negotiations
which are now contemplated. To place sole responsibility on the Tariff Com-
mission for determining what changes may be made in existing rates, as the bill
does, shifts the emphasis in our negotiations from mutual concessions to con-
siderations of nationalistic protection. It alters the whole atmosphere and
spirit in which our negotiators must work. Subjecting differences between the
Tariff Commission and the President to congressional veto is not only an un-
warranted interference with the Executive, but also weakens the Executive
in dealings with foreign countries.

It seems inconceivable that in this crucial period in history Congress should
enact such a measure as the Gearhart bill. The Reciprocal Trade Agreements
Act should be an element of our bipartisan foreign policy. We cannot permit
the old factionalism of the tariff issue to infect the core of our economic foreign
policy. If we do, it will eventually rend our entire foreign policy from top to
bottom and destroy the united front which we now present to the world.

For these reasons, Americans for Democratic Action petition your committee
to reject the Gearhart bill and to report out a simple extension for 3 years of
the Reciprocal Trade Agreements Act. I am enclosing in this letter a statement
by Prof. Seymour Harris of Harvard University, presented on behalf of Ameri-
cans for Democratic Action to the House Ways and Means Committee. This
statement represents the views of this organization on the value of reciprocal
trade agreements. I request that this statement, together with this letter, be
incorporated in the record of the committee's hearings.

Sincerely yours,
LEON HENDERSON, National Chairman.

AMERICAN MINING CONGRESS,

Hon. EUGENE D. MILLIIiN, Washington 6, D. C., June 3, 1948.

Chairman, Committee on Finance,
Senate Offee Building, Washington, D. C.

Dz&n SENATOR MILLixIN: The American Mining Congress, representing the
various branches of the mining industry of the United States, is deeply con-
cerned in the legislation pending before your committee, to extend the so-called
Reciprocal Trade Agreements Act.
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As has been brought out in previous congressional'hearings, foreign trade agree-
ments concluded under this act have deprived important segments of the mining.
industry of needed protection from low-cost foreign competition. Reductions in
mineral tariffs have not evidenced the careful appraisal of' pertinent facts, nor
reflected the scrupulous attention to the welfare of American industry and labor,,
which are claimed to be an integral part of the process of' negotiating trade
agreements. Inso'far as mining is concerned, it is our, judgment that the detri
mental effects of these agreements--both in the past and looking to the future-
have outweighed any possible benefits.

The effects have been harmful, and promise to be more so in the future, not
only to certain of our domestic mineral industries as such, but to the national
security of our country, which requires that our mineral resource industries be
maintained in a healthy and vigorous condition to supply vital raw materials.
that will be critically needed in another emergency.

If your committee feels that, as a matter of general international policy and
world psychology, the trade agreements act should again be extended at this
time, we respectfully urge:

(1) That the extension be for not longer than 1. year, pending a full con-
sideration by the next Congress of the basic issues involved.

(2) That safeguards be provided against arbitrary exercise of executive power
to reduce tariff ratse at the expense of domestic producers and workmen. The
provisions of H. R. 6556, calling for the setting by the Tariff Commission of
limits below which tariff reductions cannot be made without injury to domestic
producers, and affording the Congress-which represents directly the people
of the United States-an opportunity to reject any tariff adjustments which
exceed those limits, represent the minimum safeguards which we believe should
be adopted at this time.

Very sincerely yours,
THE AMERICAN MINING CONGRESS.
JULIAN D. CONOVER, Secretary.

STATEMENT OF BERNARD B. SMITH, COUNSEL, AMERICAN TRADE ASSOCIATION F r
BRITISH WOOLLENS, INC., ON THE RECIPROCAL TRADE AGREEMENTS ACT

As counsel to the American Trade Association for British Woollens, Inc., I have
been authorized to submit the following statement in support of legislation
extending the Reciprocal Trade Agreements Act, beyond its present date of
expiration, and in opposition to amendments adopted by the House of Repre-
sentatives, which would undermine its objectives and cripple its administration.

The American Trade Association for British Woollens, Inc., is an association
of over 100 American business firms, comprising the leading importers of British
woolens in the United States. The vast majority of our members sell or use
American woolens, as well as British woolens. All of our members are en-
gaged in business in the United States, employ American labor in their opera-
tions, pay taxes to our Treasury, and rely in part on British woolens in the
profitable operations of their respective American business enterprises.

Our concern over the extension of the Reciprocal Trade Agreements Act is
deeply rooted in our long experience as importers and has significance for us
far beyond the immediate interests of our individual business enterprises. We
are firmly convinced that a relatively free flow of goods in international trade
channels is essential for the maintenance of American prosperity and inter-
national peace and security.

While historians, in years to come, may document divergent factors as the
causes of World War II, there is mutual agreement over the simple fact that
American high-tariff policies in the twenties contributed to the international
disunity and dislocation which erupted into a world-wide conflagration. Restric-
tion of international trade in this critical period of international instability and
uncertainty can only lead the United States once again to the brink of war. Ce,
tainly, at a time when the United States is seeking to contain rampant and
irrational nationalism, we cannot afford to embark upon an archaic and dis-
credited tariff program, which can only lead to the creation by other nations, of
the world of effective barriers against the importation of American goods.

During both 1946 and 1947, exports from the United States to other nations
of the world amounted to approximately $15,000,000,000. This large volume of
exports played an important role in the maintenance of a high level of domestic
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production, employment, and purchasing power in the United States during those
years. It is -clear, 'however, -that the United States cannot hope to maintain,
over a period of years, a high volume of exports, and, simultaneously, maintain
,high tariff barriers to exclude the goods and services of other nations from our
shores.

Since the enactment of the Reciprocal Trade Agreements Act of 1934, the
United States has recognized, as a matter of affirmative and consistent domestic
policy, that it has a dominant role to play in foreign trade and that it can no
longer isolate itself from international economic affairs. The impact of the war
and realization by the American people -of -its fundamental and underlying eco-
nomic causes have forcefully brought home to vast numbers of them the tragic
consequences of American failure to employ its dominant position in the sphere of
world economics, for the purpose of maintaining peace and enhancing the security
and prosperity of the peoples of all the world, including the citizens of the
United States.

In line with the new policy of more active and aggressive participation by the
United States in international economic affairs, the United States assumed leader-
ship in the organization of the International Monetary Fund, designed to stabilize
exchange rates and to correct temporary imbalances in trade, and in the Inter-
national Bank for Reconstruction and Development, established to facilitate the
international flow of capital.

Reducing tariffs, abolishing import quotas and other trade barriers, the long-
range plan for European recovery and rehabilitation, are part and parcel of
the new, vital policy launched by the United States, and will be accepted by
other nations of the world as an encouraging sign that the United States recog-
nizes the preeminent position it now holds in international affairs by reason
of its military might, its productive capacity, its human and natural resources,
and that the United States is prepared to assume the responsibilities which
inhere in that position of dominance.

With the enactment of the "flexible tariff" law and the creation of the Fed-
eral Tariff Commission, Congress recognized that the very nature of inter-
national trade rendered it impossible for Congress to administer effectively
the United States tariff policy. The desirability of delegating adequate author-
ity to an executive agency to deal with the complexities of tariff law and ad-
ministration was manifest. Certainly there is nothing in the administration
of the Reciprocal Trade Agreements Act to cast any shadow of doubt over
the original wisdom of Congress in authorizing executive action in tariff
negotiations.

On the contrary, the executive department has been diligent in protecting
American interests in international tariff negotiations. In addition, Executive
Order 9832 provides an escape clause permitting the United States to withdraw
individual concessions upon a finding that domestic producers are seriously
threatened under granted concessions.

As importers of British woolens, we are, of course, most familiar with the
significance of the Reciprocal Trade Agreements Act as it affects our industry.
A serious shortage of labor in Britain, persistent production bottlenecks aris-
ing from the shortage of supplies and materials, make it unlikely that the
production volume of British woolens will reach a point where woolens avail-
able for importation to the American market can seriously injure the Ameri-
can producer.

Moreover, obsolete equipment and the small number of mechanical looms in
Britain result in unit production costs which are higher than those in the United
States, even though American labor costs are in excess of British labor costs.

However, in order to protect the American producer, the agreements with
respect to wool tariff duties provide for an increased tariff in the event that
imports achieve a level equal to 5 percent of domestic production. Although re-
duced rates became effective on January 1, 1948, the volume of wool imports
since that date do not even remotely approach the 5 percent limitation.

The extended trade negotiations in Geneva during the past year illustrate
graphically the danger of congressional interference in tariff negotiations.
The Geneva conference resulted in 106 agreements covering approximately
45,000 items. Clearly Congress cannot effectively retrace the difficult course of
negotiations on so many items, where the final agreements represent the com-
promises implicit in extended "give-and-take" negotiations.

The United States emerged from' the war largely unscathed and without
serious impairment of its natural and human resources. We are firmly con-
"vinced that the United States cannot afford to isolate itself economically from
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the rest of the world without jeopardizing the principles of democratic living
and free enterprise for which we fought. Intelligent and wholehearted par-
ticipation by the United States is essential if man is to remain free and the
democratic impulse throughout the world preserved. The Reciprocal Trade
Agreements Act is a necessary cornerstone in a firm foundation for international
peace, prosperity, and security.

In view of the foregoing, we urge approval of the Reciprocal Trade Agree-
ments Act without amendment.

AMERICAN WATCH ASSEMBLERS' ASSOCIATION, INC.,
New York 4, N. Y., June 3, 1948.

Hon. EUGENE D. MTLLIKIN,
Chairman, Committee on Finance,

United Stales Senate, Wa,hington, D. C.
SiR: The American Watch Assemblers' Association, Inc., desires to express

its unqualified approval of the reciprocal trade agreements program and has
consistently urged the continuation of such program whenever the question of
an extension for a further period has been under consideration by the Congress.
It believes that this program should be extended for a further period of three
years without the changes contained in H. R. 6556. This organization is rep-
resentative of more than a $400 million American industry, employing in the
production and distribution of its products, including the production of watch
cases, assembling and testing, and the manufacture of accessories, such as brace-
lets and straps, many thousand persons.

In reporting a proposed extension of the reciprocal trade agreements pro-
gram in 1943, the Committee on Ways and Means of the House of Representatives
stated that:

"The Trade Agreements Act represents a policy of positive international eco-
nomic cooperation and has come to be so regarded in the eyes of the other
nations."

In said report, that committee also stated:
"In the opinion of this committee, it is simply unthinkable that the Congress

should reject this policy of international economic cooperation at the very time
when the fate of this Nation and of all the civilized world hinges on the de-
termination and ability of nations to cooperate effectively in peace as well as
in war."

It appears to this association that to limit the term of extension of the net
and restrict it by the amendments proposed in H. R. 6556 would be, in effect,
an announcement to the nations of the world that the United States proposes
to curtail its "policy of positive international cooperation."

To this association, it is unthinkable that we should abandon this reciprocal
trade agreements program at the present time when the condition of the coun-
tries of the world is so deplorable, when the leaders of our country have given
so much thought to the rehabilitation of such nations, and the taxpayers have
contributed so much toward their restoration.

We have read and listened to a number of presentations by representatives of
certain of our industries who opposed this program substantially in its entirety,
and we have not been satisfied that there has been produced any satisfactory evi-
dence of injury to industry under this program. In practically every case, there
has been an expression of fear of something that might happen. This association
is specially interested in the trade agreement that was negotiated with Switzer-
land in 1936. While dire predictions were made, from time to time, by certain
domestic companies, these predictions have not materialized but, on the con-
trary, according to financial statements, these companies (with the exception of
one) have generally prospered and the poor showing of that one company is not
due to foreign competition.

On the contrary, many industries have profited by increased exports under
the trade agreement with Switzerland. Imports of United States products by
Switzerland have increased from francs 125,300,000 in 1938 to francs 1,031,842,-568
in 1947. In dollars, Switzerland purchased products of the United States in 1947
to the extent of $194,496,985. The value of our imports from that country In
1947 was $83,380,960. The purchases of United States products by Switzerland
included large quantities of farm products, automobiles, machinery, typewriters,
phonographs, etc., and these purchases by Switzerland demonstrate that em-
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ployment was furnished both to farm labor and to industrial labor, and this
is only one of many trade agreements that have been negotiated.

A poll conducted by Gallup, published in the New York World Telegram of
May 12, 1948, shows that 80 percent of the citizens questioned, who were in-
formed concerning the Reciprocal Trade Agreements Program, were in favor
of the extension of that program, 8 percent were opposed, and 12 percent had
no opinion. It was stated that no major differences between Republican and
Democratic voters were observed in regard to the continuation of the Recipro-
cal Trade Agreements Act, and that S out of 10 in each party supported the con-
tinuance of this program.

It is the opinion of this association that the reciprocal trade agreements
program is wise and is and will be an important factor in the rehabilitation of
the countries devastated by the recent conflict, and will be an important contribu-
tion to the maintenance of peace. We believe that the people of this country
have come to realize this and that the majority strongly support this program.

Therefore, we earnestly request that the Reciprocal Trade Agreements Act
be extended for a further period of three years in its present form.

Respectfully,
AMERICAN WATCH AssEMBLERs' ASSOCIATION, INC.,

By A. CARNOW, President.

THE ATLANIC REFINING CO.,
Philadelphia 1, Pa., June 3, 1948.

M. CHAIRMAN AND GENTLEMEN OF THE SENATE COMMIrrEE ON FINANCE: In view
of our inability to be present at the time public hearings were held with reference
to the advisability of renewing the Trade Agreemerts Act, we respectfully submit
the following brief with the earnest request that it be considered as a part of the
record of the committee:

We urge that the Trade Agreements Act be renewed in substantially its present
form for an additional period of 3 years.

While this company's business is predominantly domestic in character, it never-
theless does a considerable volume of foreign business. But whether its domestic
business or its foreign business is involved, we believe that a larger volume of
trade between this country and foreign countries would be of substantial value
to our economy. While the difficult period during which the Trade Agreements
Act has been in effect may not permit a completely accurate analysis, we believe
the consensus is that the Trade Agreements Act has afforded an excellent means
of increasing trade between this country and others. Consequently, we believe
that renewal of the act would be a major step in expanding our volume of trade.
That result obviously would be beneficial and would necessarily reduce the need
for subsidizing a favorable balance of trade.

We believe further that a renewal of the Trade Agreements Act for an additional
period of 3 years will go far toward increasing confidence in the foreign policies
of this country. We fear that an extension for just 1 year would have the opposite
result and might possibly undermine the influence of the United States in foreign
affairs.

Renewal of the Trade Agreements Act in its present form would also afford the
necessary, but appropriately limited, flexibility in administration which is so
essential in view of the varying situations which exist in the various countries
abroad.

We believe further that the best way to bolster friendship between this country
and others is to enter into sensible trade agreements with a minimum of adminis-
trative friction and a maximum of speed. Past experience under the existing
Trade Agreements Act has shown that these desirable results ought to be obtained
in the future if the act is renewed in substantially its present form for the period
mentioned earlier.

These are but a few of the reasons which might be advanced in favor of renewal
of~the act. Others have undoubtedly been presented to you, both orally and in
writing. However, we believe sincerely that the reasons expressed above are
sufficient to justify that action and, accordingly, earnestly request that favorable
consideration be given to renewing the act in substantially its present form for
a period of 3 years.

Yours very truly,
THE ATLANTIC RFINING Co.,

By A. A. GARRABRANT,

Vice President.
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THE BALDWIN LOCOMOTIVE WORKS,
Philadelphia 42, Pa., June 2, 1948.

SENATE COMMITTEE ON FINANCE,
Senate Office Building,

Washington, D. C.
GENTLEMEN: This company is favorably inclined toward the reciprocal trade

agreements program and we would like to see another extension of the Trade
Agreements Act of 1934.

The writer has just seen a forecast by a well-known publisher of technical
magazines that United States exports for the next 5 years are certain to average
at least 12.5 billion dollars a year, which is four times the prewar rate. Our
own export bookings are holding up fairly well. In 1947, our export bookings
were 45.8 million dollars, equal to 39 percent of the total. For the first 5 months
of 1948, export bookings total 11.6 million, equal to 28 percent of the total.
These figures are for the Baldwin group with operations at Eddystone, Pa., Burn-
ham, Pa., Rochelle, Ill., and San Francisco, Calif. It would be possible to make
quite an impressive picture of the work in man-hours provided by this export
business for these four communities and in the plants of our suppliers. It
would also be possible to review at length the reasons for renewing the Trade
Agreements Act. However, since the time of the committee is limited, perhaps
it is sufficient to state that the feeling of this community has been ably expressed
in editorials appearing in the Philadelphia papers. As an example, photostats
are attached. These are copies of clippings taken from the Philadelphia Inquirer
of May 26 and May 28. The Evening Bulletin has carried similar information.

As previously stated, we favor an extension of the act in the present form
for another 3 years. As a compromise, we would favor an extension for a period
shorter than 3 years, but we would not favor loading the extension with restric-
tions that would almost certainly make the act inoperative as proposed by the
House.

In the time that the present act has been in force, that is since 1934, this
country has felt no ill effects from it. It is true that the act has greatly helped
trade between the countries having reciprocal trade agreements with the United
States as compared with those not so favored. This, of course, was the intention
of the act.

At present as a result of the last war, with a very few exceptions, all other
nations are faced with a shortage of foreign funds and accordingly they feel
that their first line of defense is the erection of barriers against imports. These
barriers as you know take various forms and it might be argued that we would
be foolish to offer to maintain or even reduce our tariffs when the other party
is sabotaging the agreement by such devices as import-control regulations. Our
contention is that two wrongs do not make a right and that since our country
is in excellent condition and is able to take care of the competitive situation,
we should endeavor to set a good example for the rest of the world.

We feel that any restrictions placed by Congress on the present reciprocal
trade agreements program would tend to have an ill effect on world trade and
accordingly would lengthen rather than shorten the present readjustment period
through which all countries are now going.

Very truly yours,
CHARLES E. ACKER,

Vice President, Corporate and Financial.

[From the Philadelphia Inquirer, May 26, 1948]

KEEP RECIPROCAL TRADE ACT To AID WORLD RECOVERY

Passage of the 1-year extension of the Reciprocal Trade Agreements Act before
the House today would deal a severe blow to American leadership in the world's
economic recovery.

Regardless of the intention, the effect of a grudging, short-term extension of the
act, hedged about with cumbersome provisions, would be to tell the rest of the
world that there is no assurance that the United States will not return to a
restrictive trade policy.

It is clear that the nations now trying to recover from the devastation of war,
with liberal American help, need to know that their exports will not be unduly
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hampered by a rise in tariff barriers here, and, as would certainly follow, in other
countries.

Moreover, to plan intelligently for the future, American industries need assur-
ance that their foreign markets will not be cut off by a revival of discriminatory
trade restrictions.

The bill now under discussion would work against both. At best, the process
of making agreements to increase international commerce would be slowed down.
At worst, the entire policy of reducing tariff walls could be junked, easily and
quietly, next year.

As Secretary Marshall said in his unusually strong denunciation of the bill,
its proponents seek to make "protection" the only standard for setting tariffs,
without taking into account the interests of the rest of the world.

But the United States, as the world's biggest producer, would get more real
protection in the long run by adhering to a policy which aimed at stimulating
the flow of goods. And it would be enhancing the prospects of recovery in other
nations whose well-being is essential to the success of the bipartisan foreign
policy-and the peace of the world.

The arbitrary gag rule clamped on discussion of this question in the House
probably will render it impossible for that body to amend the legislation.

The Senate can reaffirm American economic leadership, and aid the long-range
prosperity of this country, by insisting on a reasonable and workable extension
of the reciprocal tariff act before the present one expires.

[From the Philadelphia Inquirer, May 28, 1948]

THREAT TO TRADE POLICY

There was nothing in the performance of the House in maiming the Reciprocal
Trade Agreements Act to justify the frequently voiced demands that the lower
body of Congress have a greater voice in the conduct of foreign affairs.

Here was a question requiring an approach based on a broad view of the
world's current problems and of the American role in meeting them. The House
vote indicates scant concern with the implications of its restrictions on the act.

The Senate, with its traditional interest in foreign relations, may take a less
circumscribed view of the issue. Hopes for this are increased by Senator Arthur
H. Vandenberg's forthright indorsement of the present method of making trade
agreements.

Because trade between the United States and the rest of the world is so vital
to European recovery in the next few years, it is essential that there be some
assurance of a consistent, trade-fostering policy. The House bill provides no
such assurance; rather it will cause fears that tariff walls will rise again.

Extension of the tariff act is needed to provide guarantees that the United
States has no intention of erecting barriers to world recovery, and to aid our own
prosperity. We hope the Senate follows the lead of Senator Vandenberg by voting
to retain this indispensable ingredient to a sound foreign policy.

[From the Philadelphia Inquirer, May 28, 1948]

RECIPROCAL TRADE AcT--UNiTED STATES RIGHTS GUARDED---INDUSTRY CAN APPEAIr-
CHANGES ARE DRAsno-"LoOGROLLING" LIKELY

By William L. Batt, president of SKF Industries, Inc., and former Vice Chairman
of the War Production Board

The discussions in the Congress of the United States on extension of the Recip-
rocal Trade Agreements Act has a far-reaching influence on every citizen of this
country. But it is my belief that the average man has not had the picture put
before him with sufficient clearness that he can make up his mind. The purpose
of this letter is to try to simplify some of these issues.

For the last 14 years the President has been given the authority by the Congress
to adjust tariff barriers between nations by mutual agreement and for mutual
benefit, without having each agreement handled as an international treaty, and
therefore subject to ratification by the Congress.
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Under those powers, foreign nations have made it easier for us to sell our goods
abroad and we in turn have made it easier for many of them to sell their products
here.

The result has been to allow purchasers from abroad to pay their bills to us by
furnishing goods which the American people want. American rights have been
fully safeguarded. An impressive feature of the trade-agreement program is the
interdepartmental Government machinery that has developed over these years.
By the present law the Departments of State, Commerce, Agriculture, Labor,
Treasury, National Defense, and the Tariff Commission are required to participate
at all stages of preparation.

All affected interests have a good opportunity for hearing before the proposals
are discussed with other countries. But after an agreement on a new duty has
L-een reached, an American industry which is materially hurt can be relieved
through a so-called "escape clause."

This reciprocal-trade program has been our pledge to the world that we recog-
nize the vital necessity of two-way trade and that we know we cannot have
exports unless we have imports.

We recognized this principle in the overwhelming support given to the European
recovery program, which is more familiarly known as the Marshall plan. Through
this we pledged ourselves to help other countries recover their ability to produce
and trade and develop a sound economy.

As one safeguard to our huge investment in that program, Congress provided
that the participating nations should reduce barriers to trade among themselves
and other countries.

We have demanded that foreign nations reduce trade restrictions, but almost
in the same breath we now propose to raise serious restrictions on our own side.

The present act expires June 12. The President has recommended a renewal
of this act for 3 years. This proposal is strongly supported by General Marshall
for the State Department, the United States Chamber of Commerce, the CIO, and
many other important national groups.

The House of Representatives is proposing only a 1-year renewal, and with
such drastic changes as to torpedo our whole program in the field of international
trade. I shall not ask for the space to discuss the details of these proposed
changes.

It is enough to say that a 1-year renewal would create the impression every-
where that we did not intend to carry through the commitments assumed by the
Marshall plan: that the requirement for congressional approval of certain pro-
posals will cause interminable delay amd most likely result in a return of the
old-fashioned "logrolling"

Generally. therefore, to strike at the very heart of the confidence of the rest
of the world is a consistent international trade policy by this country.

The desire of some American producers to protect themselves from the ruinous
competition of cheap foreign product is understandable. American labor would
be the first to suffer from such competition and yet a large group of the most
thoughtful labor leaders has approved our present program.

They know that areements which brinz injury to the economy of the country
can be clanged but they also know that there will be more jobs for the working-
man of Philadelphia and of the country with a healthy two-way world trade.

The writer is a Republican who will strongly resent his party leadership pro-
posing to return to the old high-tariff policy of the Smoot-Hawley days which
undoubtedly played a large part in the depression of the thirties both here
and abroad.

Many thoughful Republican leaders have disavowed that policy but apparently
there are still some in places of large congressional influence who fail to see
bow much we and the world have changed.

A fairly wide contact with the thinking of the people across the country leads
me to the conclusion that they will not support a congressional policy which
restores the old "logrolling" tariff days. I shall close this communication with
the statement of the taxicab driver who said, "There comes a time when men
must rise above principle and do the right thing."

A return to the cumbersome system of congressionally negotiated tariff rates
is not the right thing and the damage to every American can he incalculable.
The present way of handling our tariffs has worked and should be continued
-without material change.

All of us here in Philadelphia have a big stake in world trade and we should
not let this proposal by the House of Representatives go by default.
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CHAMBER OF COMMERCE OF PHILADELPHIA,

Philadelphia 3, Pa., June 2, 1948.
Hon. EUGENE D. MILLIKIN,

Chairman, Cominittee on Finance,
Senate Office Building, Washington, D. C.

DEAR SENATOR MILLIKIN: The executive committee of the Chamnber of Corn-
merce of Philadelphia, acting on recommendations of our World Trade Council,
is on record favoring the extension of the Reciprocal Trade Agreements Act in its
present form for a 3-year period to June 12, 1951.

This position, reaffirming previous action, was taken after an extensive study
and a careful consideration of the subject and, as a result, it is our belief that
the Reciprocal Trade Agreements Act has proved to be the most satisfactory
procedure yet devised for attaining the benefits of expanding world trade. The
act is, therefore, recognized as a most important contribution to the over-all
endeavor by the United States to help brine about a peaceful and prosperous
world, which effort is further characterized by the Eurol ean recovery program.

In view of these considered opinions, this organization strongly urges that
your committee should appropriately amend H. I. 6556 from the form in which
it recently passed the House, so as to provide for the extension of the Reciprocal
Trade Agreements Act for a period of 3 years without any changes in its present
provisions.

Respectfully yours,
CLEMENT V. CONOLE,

General manager.

FORIEGN TRADERS AsSOCIATION OF PHILADELPHIA, INC.,
Philadelphia, Pa., June 2, 1948.

SENATE COMMITTEE ON FINANCE:,
Room 310, Senate Office Building, Washington, D. C.

GENTLEMEN: This association included on its membership list a total of over
400) persons living and working in the Philadelphia area who are directly inter-
ested either in export or import trade or supplying service of one kind or another
to companies engaged in such trade.

The association has already gone on record as favoring the reciprocal trade
agreements program as it has been operated during the past 14 years.

The arguments for a renewal of the Trade Agreements Act ,ave been stated,
enlarged upon, analyzed, and repeated many times during the past few months
in newspapers, business magazines, and in personal letters addressed to Members
of the House and Senate. Perhaps the feeling of this community has been best
expressed in Cditorials appearing in the Philadelphia papers and I might mention
particularly the Philadelphia Inquirer issues of May 26 and May 28 and the
article in the latter by William L. Batt, president of SKF Industries, Inc. (photo-
stats attached). The Evening Bulletin has also carried similar editorials and
articles.

The Foreign Traders Association of Philadelphia favors an extension of the
act in its present form for another 3 years. As a compromise, we would favor an
extension for a shorter period than 3 years but we would not favor loading the
extension with restrictions such as proposed by the House that would almost
certainly make the act inoperative.

In the time that the present act has been in force, that is, since 1934, this
country has felt no ill effects from it. It is true that the act has greatly helped
trade between the countries having reciprocal trade agreements with the United
States as compared with those not so favored. This, of course, was the intention
of the act.

At present as a result of the last war, with a very few exceptions, all other
nations are faced with a shortage of foreign funds and accordingly they feel
that their first line of defense is the erection of barriers against imports. These
barriers as you know take various forms and it might be argued that we would
be foolish to offer to maintain or even reduce our tariffs when the other party
is sabotaging the agreement by such devices as import control regulations. Our
contention is that two wrongs do not make a right and that since our country
Is in excellent condition and is able to take care of the competitive situation,
we should endeavor to set a good example for the rest of the world.

Our association thinks that any restrictions placed by Congress on the recip-
rocal trade agreements program would tend to have a bad effect on world trade
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and accordingly would lengthen rather than shorten the present readjustment
period.

Very truly yours,
THOMAS L. FosTER, President.

STATEMENT OF CALEB A. SMITH, DEPARTMENT OF EcoNoMIcs, SWARTHMORE COLLEGE,
FOR THE FRIENDS COMMITTEE ON NATIONAL LEGISLATION

The reciprocal trade agreements program of the United States has been widely
hailed as the most constructive step taken in the past generation toward the
liberation of world trade. The Friends Committee on National Legislation con-
curs in this opinion. Failure to renew the authority under which the compre-
hensive pattern of agreements reciprocally lowering trade barriers has been
negotiated would be interpreted as a repudiation of United States leadership in
the movement for freer trade.

The road which leads away from freedom in international trade leads also
away from freedom for the international trader and for the economy as a whole.
In a world of exchange controls, quotas, and barter agreements what inter-
national trade there is must be carried out through rigid Government controls
or by cartels. Some individuals and groups benefit at the expense of others.
Vested interests are built up which strive by lobbying and political pressure to
maintain and improve their privileged position; a position of privilege obtained
at the expense of Amercan consumers. They become like the grade-crossing
tender who opposed the construction of an overpass. This grade-crossing-tender
complex built around restricted trade would lower our productivity, and thus
our average standard of living, as well as poison the bases of our democratic
political system.

Trade barriers are not a way to protect the American standard of living.
Wages and profits are highest, not in industries needing protection, but in indus-
tries like our great automobile industry and other branches of machinery mak-
ing which need no protection. Even the wages and profits that are made in
protected industries are gained at the expense of American consumers who must
pay higher prices for the American-made protected products. The Government
should facilitate the movement of workers and businessmen out of uneconomic
industries which need protection and into efficient industries which can stand
on their own feet rather than continue the subsidy of protection.

But these direct losses to Americans are only one part of the picture. Trade
barriers are a divisive force in a world which cries out for greater unity. They
say to a producer, "Your product is good; our people would like to buy it, but
you may not sell it in our country because you live across an international
boundary or across an ocean." It is as though the State of New Jersey were
to say to the dressmaking industry of New York City, "Your dresses may not be
sold in New Jersey, or only a few may be sold, or they may be sdld only after
paying a high tariff." The people of New York and New Jersey would thus be
divided and become mutually suspicious.

Trade barriers are a monopoly technique and as such hurt the weak more
than the strong. Countries less bountifully endowed with natural resources
and a varied climate than our own and with smaller and less diversified industry
needs to trade with us even more than we need to trade with them. We have
no moral right to say to them, as we could under the system of tariffs, quotas,
and barter that would emerge if the road to freedom of trade is abandoned,
"We, being economically strong, will get all the gain we can wrest from trade
with you; we will allow you only to garner the crumbs."

The people of the United States have rejected the idea that domestic monopo-
lists should destroy the freedom of others by exploiting their monopoly. We
must reject the idea that we as a nation should use our strength in international
trade to exploit other nations if the United States is to be in a position to supply
the moral leadership needed in the world today.

STATEMENT OF ALBERT S. Goss, MASTER, THE NATIONAL GRANGE, ON RECIPROCAL
TRADE AGREEMENTS

1. America needs a tariff policy. It should be based on sound economic prin-
ciples and its administration should be such that changing economic conditions
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would automatically be reflected in changed rates, with due regard for the neces-
sity of sufficient assurance of continuity to permit the consummation of transac-
tions covering a reasonable term of performance.

2. It cannot be said that we have a tariff policy. The nearest we come to it is
a provision in the Trade Agreements Act of June 12, 1934, that the President may
modify tariff rates whenever he finds "that any existing duties or other import
restrictions * * * are unduly burdening or restricting the foreign trade of
the United States." In practice this results in promoting foreign trade without
regard to its effect on our domestic economy. There seems to be a widespread
feeling that trade invariably creates wealth and promotes prosperity. Trade of
itself does not create new wealth although prosperity can be promoted provided
we trade the items we can produce to the best advantage for products which can
be produced to best advantage elsewhere. Similarly prosperity can be retarded
if we trade for things we do not need or so trade that we retard the production
of wealth, or injure our producers. In such circumstances no one benefits but the
middleman who profits at the expense of our total economy. There is nothing
gained by trade unless it accomplishes some definite beneficial purpose other
than enriching the middleman. We need a tariff policy defining such purpose.

3. Our latest tariff act, known as the Smoot-Hawley Act, was passed in 1930.
Like its predecessors it was hammered out in committees and on the floor of the
Congress after long study of differences in production costs between home and
abroad, modified to a greater or less degree by pressures from special interests,
by trades, by bargaining, and by political pressures. When enacted it was not a
policy, but a schedule of rates. No committee, with all the burdens the members
have to carry, can make the detailed studies necessary to apply sound tariff
principles to the thousands upon thousands of individual items which make up
our tariff structure. Tariff making has proved to be such a long difficult process
that tariff legislation is the dread of both majority and minority parties, and
needed tariff changes have often been long deferred for fear of opening the
whole question up for changes of such a far-reaching nature that a wholesale
revision might result.

4. It is true that legislation has been enacted permitting a 50-percent modifica-
tion in tariff rates, up or down, plus another 50 percent in some cases, but since
no guiding principles have been established by the Congress, it is not surprising
that an administrator who happened to favor free trade should manage to make
all the changes on the down side, just as an administrator who happened to favor
high tariff rates would likely put the rates all up again. That is not a tariff
policy.

5. Under our Constitution the responsibility for determining our tariff policies
rests with the Congress, but under the practice which has developed, the Con-
gress has practically abdicated, and reciprocal-trade treaties are consummated on
terms differing widely from those established or intended by the Congress with
little or no regard for rising production costs or changing economic conditions.
When the decisions on tariff adjustments are determined by a department whose
principal functions are primarily to promote foreign relations, it is inevitable
that domestic problems will not get the same consideration as would be given
either by the Congress or a commission charged with carrying out a definite
tariff policy.

6. Now the Congress is asked to continue the present "policy-less" program
for another 3 years. We are opposed to the proposal. We believe the time has
come to adopt a sound tariff policy and to take adequate steps to see that it is
administered as the Congress intends. We believe the Congress can adopt such
a sound proposal now as well as a year or 3 years from now. If, however, this
should prove impossible in the short time remaining, we would oppose renewing
the present law in its present form for even 1 year. In such circumstances we
would recommend:

7. (A) A provision that no reciprocal trade agreement should become effective
until it either had the approval of the Congress or had lain before the Congress
for 30 or 60 days when the Congress was in session, and had not been disapproved
in whole or in part by majority vote.

8. (B) The renewal of the act, amended as suggested above, for not more
than 1 year, to give time to develop a sound tariff policy.

9. We would prefer to see the act expire than to see it renewed in its present
form. In its present form it h" worked to the disadvantage of the farmer,
possibly because so many countries have little or nothing to export to us except
agricultural products. If we apply the 1945 reduced rates to the 1939 dutiable
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imports, our last prewar years, 65 percent of all the cuts figured on value, were
on farm products. The average reduction was about 45 percent-almost as much
as the permissible limit. The Geneva conference has extended these still further.
We do not believe that Congress intended that the farmer should bear such an
undue share of the burden.

10. What we would really like to see would be the enactment of legislation
providing:

11. (A) A clean-cut tariff policy to serve as a guide (1) in modifying general
tariff rates from time to time, and (2) in consummating reciprocal trade agree-
ments.

12. (B) A Tar ff Commission clothed with the authority and duty to-
(1) Maintain a constant study of domestic and foreign production costs

and production conditions.
(2) Make recommendations to the President and the Congress for modi-

fying existing tariff rates, such modification to conform to the tariff policy
established by the Congress, with due regard for ample notice of change.
If constitutional we would even prefer that the Commission itself establish
the tariff rates subject to the approval of the Congress after 30 or 60 days'
opportunity for scrutiny as provided in paragraph 13 below.

(3) Make recommendations to the Congress for approval or disapproval
of every reciprocal trade-agreement proposal, as provided in paragraph
13 below, accompanying such recommendation with an analysis of its terms
and of its conformity to the policy established by the Congress.

(4) Make recommendations to the Congress from time to time for the
exclusion of existing items, or the addition of new items with proposed
rates thereon..

13. (C) That all tariff rates promulgated by the President or by the Federal
Tariff Commission, and all proposed reciprocal trade agreements should be re-
ferred to the Congress before which the proposal should lie for 30 or 60 days
unless sooner approved or rejected in whole or in part, and if no action is taken
by majority vote, at the expiration of such period the proposed change would
become part of our national tariff schedules.

14. (D) That the action of the Commission with regard to establishing tariff
rates should be confined to items covered in present law, or items specifically
approved by the Congress, except that the Tariff Commission would be expected
to make recommendations as outlined above.

15. (E) Granting the President power for a 2-year term to enter into trade
agreements with other nations, of not longer than 3 years' duration, with the
6 months' notice clause as now provided, when the terms of such agreements have
been approved by the Tariff Commission as conforming to the tariff policy estab-
lished by the Congress, and when such trade agreement has either been approved
by the Congress or has lain before it for the statutory 30- or 60-day period; pro-
viding that in cases where negotiations for such an agreement have been started
before the expiration of such 2-year term, an additional 12 months should be
allowed for the consummation of such agreement. Until experience has demon-
strated the wisdom of such reciprocal trade-agreement provision, a grant of
authority limited to 2 years would seem best so as to permit each new Congress to
look it over.

16. (F) Granting the President power to modify tariff rates on recommenda-
tion of the Tariff Commission provided that such proposed changes have either
been approved by the Congress or have lain before it for the statutory 30- or 60-
day period.

17. (G) That with the exception of the trade-agreement clause discussed in
paragraph 15, the authority of the President to modify tariff rates upon recom-
mendation of the Tariff Commission, and with the approval of the Congress,
should remain on the statute books until changed by the Congress.

18. With reference to a tariff policy, we recommend:
19. (A) That tariffs be confined to those items which are substantially com-

petitive with American production.
20. (B) That the basis of rate making should be (1) the difference in cost of

production between home and abroad, confined to items which can be produced
on an economically sound basis, (2) the need to encourage production of stra-
tegic items, and (3) the need to maintain production of specific items in the
interest of the general welfare and the maintenance of a balanced economy.

21. (C) That in determining the tariff rates and the items on which they
would apply, the Tariff Commission should take into consideration, among other
factors:
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(1) Natural advantages; it being the purpose not to exclude items which
can be produced abroad at much lower cost by reason of advantageous soil
conditions, climatic conditions, transportation conditions, cheaper sources of
raw materials, or other natural advantages.

(2) Standards of living; it being the purpose to protect our producers
from competition of products produced by workers engaged in any phase of
production or marketing, whose low standards of living have contributed to
the low cost of the imported product, giving due consideration to the effect
of such living standards upon the increase or decrease in output.

(3) Diverse uses; it being the purpose to protect producers from low-cost
products made possible by an abnormally high market for a portion of the
product.'

(4) Temporary conditions; it being the purpose to protect producers from
the effects of dumping surplus products on our markets at figures made
possible by abnormal or unusual circumstances.

(5) Continuity of supply; it being the purpose, except in cases of abnor-
mally low supply, to protect our producers against competition of products,
the supply of which may not be constant.2

(6) Sudden injury to well established industry; it being the purpose to
prevent some change in imports to effect the sudden serious injury of some
industry without adequate opportunity for the owners and employees to
make adjustments to protect themselves.

(7) Subsidized competition; it being the purpose to protect American
producers from competition made possible by such artificial advantages ex-
cept, of course, in the case of such commodities as we cannot produce in
sufficient volume for our needs at reasonable costs.

21. (B) (8) Domestic programs of price support for agricultural products;
it being the purpose to avoid undermining any price support programs which
the Congress sees fit to provide.

22. (D) That the Congress empower the President to designate strategic items
deemed necessary for self continence; it being the purpose to encourage the
production of such strategic items as the Congress or the President may from
time to time determine, even at higher costs than we would have to pay for
imports, in order that we might not find ourselves disastrously dependent on
foreign supplies in time of war when such supplies might be cut off. Stock
piling of strategic materials should be encouraged and power given to the Presi-
dent to suspend tariffs for the purpose.

23. (E) That a policy of protecting the producers of products entering into
world competition be perfected designed to give them at least the advantage of
freight differentials if needed to maintain production on a sound basis. For
example, rice growers may soon have to face the competition of world markets
and, unless we reduce production to domestic requirements, our domestic prices,
if not protected, would be Liverpool prices, less freight. If we reduced produc-
tion to something lower than domestic requirements, our prices would be Liver-
pool prices plus freight. It would not be in the public interest to reduce the
production of this great source of wealth in order to attain a remunerative
price level. In such circumstances America, and the world at large, would be
better off to maintain a two-price system, supported by a tariff, giving protection
to the extent of the sum the public would have to pay in freight under reduced
production. Congress may well consider policies which will continue the stable
production of our basic crops, protected by a two-price system which will assure
the continuation of production rather than a curtailment with resulting loss of
both national income and jobs.

24. We do not submit these suggestions as constituting a complete or perfect
tariff policy. In our judgment, however, if adopted, they would provide us with
a start or foundation for a tariff policy which would serve as a badly needed
guide, both to the Tariff Commission and to the administrators of our laws
involving tariff adjustments or reciprocal trade agreements. The policy could

1 The sheep industry might be cited as an example of diverse uses. If the producers of
Australia enjoyed an abnormally high market for lamb or mutton, their cost of producing
wool would be lower, and the excess supply might drive selling prices to levels ruinous to
foreign producers. Unless protected against such abnormally low wool prices, which might
be artificial or might be merely temporary, American sheep production would fall off
materially and the American people would pay higher prices for meat.

'Tree crops might be cited as an example. Foreign producers might be able to Invade our
markets for a few years at prices ruinous to our average producers, but unless there were
reasonable likelihood of continuity of supply, American consumers might face scarcities
and exorbitant prices if our orchards had been destroyed and it took years to replace them.
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well be modified by the Congress from time to time as economic conditions
changed or as experience demonstrated that modification might be advisable,
but we would strongly urge that the Congress, (a) confine its tariff legislation
to establishing basic policies; (b) that it place the responsibility for rate making
on the Tariff Commission or some agency adequately equipped to conduct the
research necessary to determine how the policies should be applied to individual
items; (c) that such agency be amply financed to do a good job and do it promptly;
and (d) that any changes in tariff rates, in reciprocal agreements or otherwise,
be laid before the Congress with full reports thereon, before becoming effective,
in order that the Congress may always be the judge as to whether its policies
are being carried out within its full intent and purpose.

25. What we need most is a tariff policy that business, labor and agriculture
can rely on-a policy based on sound principles rather than political considera-
tions-and we need it now.

STATEMENT OF R. M. HOLLINGSHEAD CORP., CAMDEN, N. J.

American public strongly in favor of renewal of Reciprocal Trade Agreements
Act in its present form for a period of 3 years: 122 organizations, whose mem-
bers total more than 50,000,000 American people have passed resolutions favor-
ing renewal of the present act. Fifty of these organizations are national organ-
izations, 22 are State-wide, and 49 of them are local groups.

Do not know of a single person (except United States Tariff League and a
few Congressmen) who is not in favor of renewing act in its present form:
I am active in a number of associations, as shown below, and among my personal
acquaintances I know of no one who is against passage of bill H. J. 335.

Ninety-six percent of manufacturers in favor of renewal: In 1945, 96 per-
cent of the manufacturers answering a poll conducted by the American Exporter
favored renewal of the act at that time. That poll or survey showed 84 per-
cent of average of such manufacturers' businesses is in the United States, as
against the 16 percent in export. Eighty-seven percent of those manufacturers,
nevertheless, approved granting the additional authority at that time of lower-
ing or increasing duties by not more than 50 percent of the January 1, 1945,
rate.

Act has been efficiently administered: Industry, agriculture, and labor have
praised the administration of the act for the past 14 years.

No industry or manufacturer has been harmed: I challenge any industry
to show that the lowering of duties, in return for concessions made by other
countries, has in any way harmed them.

No one has been thrown out of a job: I do considerable public speaking before
Rotaries, Kiwanis, colleges, schools, trade associations, etc. When asking
such audiences, "Have any of you ever known of anyone that was thrown out of
a job because of the administration of the Reciprocal Trade Agreements Act?",
no one has ever answered, "Yes."

Labor in favor of reciprocal trade agreement program: Both the A. F. of L.
and the CIO favor same. The A. F. of L. has testified in the past before the
House Ways and Means Committee that the American consumer is the one
who is penalized by high tariffs, and that less than 2,000,000 people in the United
States could possibly benefit by high tariff, whereas 43,000,000 people are
harmed.

Consumers favor renewal of the act: The National Association of Consumers
in their Field Letter, April 9, 1948, state: "A tremendous battle is expected, with
strong opposition from the high tariff boys, who want to emasculate the act
and place the United States once more on the road to high-protectionism. At-
tempts to make a political football out of international trade agreements by
giving Congress power to confirm or reject the agreements are anticipated. For
the good of consumers, and for international amity, the present act should be
extended without crippling amendments."

Automotive industry is in favor of this legislation: The National Standard
Parts Association, Chicago, consisting of over 1,000 automotive Wholesalers-
and 500 automotive manufacturers passed in January of this year the follow-
ing resolution:

"Among the most important legislation to come before the current session,
of Congress, will be renewal of the trade agreement authority. The present,
act, first adopted in 1934, will expire in June 1048, and, therefore, should, be
renewed.
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"It is the considered opinion of the National Standard Parts Association that
the program of business and commercial enlargement, developed under reci-
procity tariff agreements, has been highly beneficial to American industry,
agriculture, and labor. More jobs have been made for Americans by the 40
trade expansions pacts negotiated with overseas countries and territories.
These agreements cover a large part of America's export and import trade,
expanding and making both more important. The American automotive indus-
try has greatly benefited by the reciprocal trade agreements, as duties on Amer-
ican automotive items in many countries were lowered and in many instances
the duties were 'frozen' at their existing rate thereby preventing increased duties
being imposed.

"The National Standard Parts Association believe that the act has been well
administered and that no American industry has been significantly harmed by
any tariff reductions resulting from overseas negotiations; many important in-
dustries have been aided materially. Adequate safeguards, against misuse of the
tariff authority are contained in the act and satisfactory provisions are carried
out in administration of the program to redress any injury that changing condi-
tions might inflict on domestic industry.

"The trade agreement authority has now been approved by Congress in 1934,
1937, 1940, 1943, and 1945. In fact, it was not made permanent legislation so
that, at specific intervals, its renewal might offer Congress an opportunity to
study and review its operations. In each of these years, both Houses of Con-
gress have held exhaustive hearings, taken many pages of testimony concern-
ing effect of the program on American business. That the act has been renewed
so many times is one of the many reasons why it should be reenacted in 1948,
without change, for another 3 years.

"Under present world conditions, with the peace-loving nations seeking nor-
malization and rehabilitation after the war, every effort must be made to build
higher the international interchange of goods and services. Many world prob-
lems will be settled if trade is revised, greatly increased, so there may be pros-
perity for all.

"The National Standard Parts Association believes in liberal world trade, not
free trade. It believes, also, that the reciprocal trade agreement program is a
forward step in the attainment of peaceful and liberal commerce among the
nations. Therefore, the National Standard Parts Association stands fully be-
hind renewal of the reciprocal tariff act and believes renewal should be passed as
a nonpartisan measure benefiting American industry, agriculture and labor."

National Planning Association (composed of authorities in business, labor, and
agriculture) : "By implementing the Reciprocal Trade Agreements Act and by
other appropriate measures, we must follow a tariff policy consistant with our
position as a great creditor nation." (Goals of a Bipartisan Foreign Policy,
January 1947.)

Agriculture is in favor: The National Farmers Union have stated: "We believe
it would be tragic if they (reciprocal trade agreement negotiations) failed or
if, succeeding, they were merely a paper success, not including real advances
toward razing of trade barriers and not followed by actual expansion of trade."

Following organizations, with which I am associated in capacity shown, have
gone on record favoring renewal of Reciprocal Trade Agreements Act in its
present form for 3 years without any crippling amendments: Overseas Auto-
motive Club (past president) whose members represent 900 automotive manu-
facturers; Motor Equipment Manufacturers Association (vice chairman, export
committee) whose members represent over 500 automotive manufacturers; Na-
tional Standard Parts Association (chairman international trade committee)
repreesnting 1,000 automotive wholesalers and 500 automotive manufactures;
Foreign Traders Association of Philadelphi; (past president and present director)
whose 400 members represent all the leading manufacturers in the Philadelphia,
Camden, Wilmington, Trenton, Reading, and Chester area; National Foreign
Trade Council (member of governmental committee and transportation com-
mittee) whose members represent over 1,500 leading American manufacturers
doing international trade.

Times have changed: When America was a young Nation and needed to protect
its infant industries until they grew into mass production, high tariffs were
justified. At the present, as we are a creditor Nation and in order to maintain
full employment, our excess products must be exported. We cannot export
without importing. We must do everything to encourage imports.

76984-48-----23
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"Escape clause" in all agreements gives adequate protection to any American
industry fearful of being harmed: All American industries are assured that the
administration of the act will not harm them. They are given the opportunity,
upon being harmed, to request immediate relief.

Opponents suggest Senate approval of all agreements: In the entire history
of the United States, only three reciprocal trade treaties have been ratified by
Congress-C anada in 1850, Hawaii in 1875, Cuba in 1902.

From 1844 to 1902, 10 other reciprocal trade agreements were negotiated, but
not a single one approved by Congress. Under President McKinley and Presi-
dent Theodore Roosevelt, 12 reciprocal treaties were negotiated, but not a single
one came to vote in the Senate. However, in the Tariff Act of 1890, some 12
reciprocal agreements were made effective, and under the Dingley Tariff Act of
1897, 15 agrements come into force.

The United States Tariff Commission in 1933 summarized the reciprocal experi-
ences of the United States as follows: "The past experiences of obtaining
reciprocal tariff concessions by means of treaties, and the greater success in
negotiating executive agreements may be significant as a guide to further
policies."

Our company has been greatly benefited by reciprocal trade agreements pro-
gram: Our overseas trade is a very important factor in our business. Our
products in numerous countries have been granted duty reductions and in many
other countries duties have been frozen, both of which have enabled us to ship
considerable portions of the goods that we produce to overseas markets.

European recovery program gives new significance to trade agreements act:
Congress, in approving ERP, definitely committed the United States to continu-
ation of the reciprocal trade program. The participating European countries are
requested by the United States to lower trade barriers among themselves. How
can the United States reject a course suggested to others? Columnist Walter
Lippmann stated in his column of May 3, "The Republican Party can no longer
oppose extension of this act without repudiating its own solicitude and precise
comments, now the law of the land, an integral and essential part of the Nation's
foreign policy."

Manner in which H. R. 6556 was jammed through House: The high-handed,
undemocratic actions of the Republican steering committee with reference to the
renewal of the Reciprocal Trade Agreements Act for a period of 3 years, is
lamented by millions of Americans engaged in agriculture, industry, and labor.

"The Republican steering committee legislates for the Ways and Means
Committee," Representative Forand (Democrat, Rhode Island), a member of the
subcommittee on tariffs, was quoted in the New York Times as saying that.
He further stated that since the concluding of a week of closed hearings the
subcommittee on tariffs had not met to discuss the terms of an extension bill.

"The Ways and Means Committee is merely a vehicle used by Republican
leaders of the House to bring to the floor legislation that they want enacted,"
Representative Forand said this. The House Ways and Means Committee fol-
lowed the dictatorial Republican steering committee and reported out by a strictly
party vote (15 to 9) Gearhart's substitute bill H. R. 6556 which would destroy
all chances of the reciprocal trade agreements program succeeding.

Did the House Ways and Means Committee give any member of the. House
any information as to the pros and cons of the trade agreements issue? I have
heard that they did not.

Should Congress act for people, or, for the Republican steering committee,
Gearhart, etc.? If Congress is to retain the respect of the American citizen,
every member of Congress should revolt at such an intolerable condition.

Disadvantages of H. R. 6556: They are as follows:
One year extension will be misinterpreted abroad. Unless the act is re-

newed for 3 years all countries abroad will interpret that the United States
is reverting to isolationism.

It would take the United States Tariff Commission out of the existing
pattern of multiple-agency cooperation and give it powers which would
impair if not completely nullify the functions of the other agencies which
have been active in the negotiation of trade agreements.

It would arbitrarily and specifically exclude the Tariff Commission from
contributing to the negotiation of trade agreements the wealth of informa-
tion accumulated in its files.

It would create with countries abroad the Impression that negotiating
reciprocal trade agreements with the United States would necessitate the



EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS 349

approval of the United States Congress, a method which has proved un-
workable in the past.

I respectfully request that the Senate Committee on Finance and the Senate
pass favorably on bill H. J. 335 (Doughton) which would renew the Reciprocal
Trade Agreements Act for a period of 3 years in its present form. I am con-
fident that a great majority of the American people favor the renewal of the act
in its present form.

R. M. HOLLINGSHEAD CORP.,
W. H. LUKENS, Vice President.

STATEMENT OF INTERNATIONAL HOUSE, NEW ORLEANS, LA.

International House, a nonprofit, nontrading organization dedicated to world
peace and understanding through development of world trade and composed
of a national and international membership of over 1,800 foreign traders, and
others directly or indirectly interested in world trade, begs to submit the fol-
lowing:

Whereas House Joint Resolution 335 is now being considered by the Ways and
Means Committee of the said House, and

Whereas the present Reciprocal Trade Agreements Act is about to expire
on June 12, 1948, and

Whereas failure to extend the said act in its present form and without
crippling amendments, would give aid and comfort to the world forces alined
politically and economically against the western world in general, and the United
States of America in particular, and

Whereas the bipartisan policy of the United States stated by our Government
representatives and their political and trade advisers, representative of both
political parties, at Geneva and again at Havana, and again at BogotA, would be
effectively repudiated by failure to continue the Reciprocal Trade Agreements
Act, and

Whereas, said act is deemed to be of essence to our Government for the purpose
of enabling it to bargain effectively with other governments for liberalization of
trade hampering enactments and regulations, and lowering of international
trade barriers,

Now therefore, International House and its membership declare themselves
unreservedly in favor of the continuation of the said act and the powers delegated
to the President under its terms for a period of not less than 3 years as pro-
vided in House Joint Resolution 335, and preferably for a period of 5 years so
as to have the new expiration date fall after the 1952 Presidential election, thus
continuing to make it an instrument of bipartisan foreign policy.

STATEMENT OF Miss ANNA LORD STRAUSS, PRESIDENT, LEAGUE OF WOMEN VOTERS
OF THE UNITED STATES, IN SUPPORT OF RENEWAL OF THE RECIPROCAL TRADE AGREE-
MENTS ACT AND IN OPPOSITION TO H. R. 6556

I believe that your committee is familiar with the position of the League of
Women Voters of the United States in favoring renewal of the Reciprocal Trade
Agreements Act, for 3 years, without crippling amendments. The principles of
'the act have been supported by the league since 1936. Just over a month ago,
our national convention, meeting in Grand Rapids, reaffirmed this support on
behalf of the 630 leagues in 34 States.

The league has consistently favored the trade-agreements program because
we are convinced that reduction of trade barriers is one of the cornerstones of
a sound United States economic policy. We believe that the United States stands
to gain from the program, both in our own prosperity and as a member of the
world community.

The need for continuing the Reciprocal Trade Areegements Act in its present
form is greater now than ever before. The United States needs this machinery
if we are to continue to play our part under the Economic Cooperation Act, which
specifies a reduction of trade barriers. We need this machinery if we are to
keep our export nIarkets, for we must let in the goods of other nations if they
are to be able to buy from us. Perhaps most important of all, we must not
jeopardize our position of world leadership by retreating in a field which is vital
to international economic cooperation.
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We specifically oppose H. R. 6556 because it would be a step backward from the
forthright position of United States leadership toward an expansion of world
trade. The new procedure of negotiating agreements appears to be so burden-
some that it is doubtful whether any trade agreements could actually be nego-
tiated under it. The changed role of the Tariff Commission would give increased
weight to the special interest groups and might destroy the necessary balance
between the needs of all facets of our economy. The provisions for congressional
veto would endanger whole agreements if special interests should throw their
weight into defeating them. Finally, an extension for 1 year rather than three
would suggest hesitation to continue the reciprocal-trade program as a perma-
nent part of our economic policy.

For these reasons, we respectfully request your committee to reject H. R.
6556 and to report out instead a 3-year extension of the Reciprocal Trade Agree-
ments Act without modification.

STATEMENT OF JosrPH H. FRANCIS, SECRETARY, NATIONAL BOARD OF FUR FARM
ORGANIZATIONS

The fur farming industry desires to be on record in favor of passage of H. R.
6556.

The fur farmers feel that the passage of this legislation in its present form
is necessary and vital to the future welfare of the small American industries.

Readjustments of world economics and policies affecting international trade
require that immediate steps be taken by our Government to revise and clearly
define the over-all policy of our country in relation to international trade.

Procrastination and delay in revising all statutes dealing with the issue of
international trade will only perpetuate and multiply the present injustices and
confusion that exist due to the present obsolete and inadequate statutes under
which domestic industries are required to operate.

Established industries are degenerating, and development of new industries
is being curtailed because of the lack of stability and continuity due to the
fact that no basic foreign trade policy exists.

It is, therefore, necessary that the extension of the present Trade Agreements
Act be limited to 1 year, and that the present safeguards be retained in the bill
to protect the interests of American industry and economy while the entire pro-
gram dealing with international trade is remodeled and adjusted to meet the
needs of the present new economic era.

NATIONAL COUNCIL OF FARMER COOPERATIVES,
Washington, D. C., June 8, 1948.

Hon. EUGENE D. MILLIKIN,
Chairman, Finance Committee,

United States Senate, Washington, D. C.
DEAR SENATOR MILIJKIN : With regard to the extension of authority to negotiate

trade treaties under the Reciprocal Trade Agreement Act, the National Council
of Farmer Cooperatives, in policy adopted by the delegate body, favors:

1. Limitation of the application of any reciprocal concession in tariff to the
particular nation or nations which have granted concessions in return.

2. To require analysis, review and approval of trade agreements with re-
spect to their effect on a domestic industry by the Tariff Commission before
they are put in effect.

3. To forbid inclusion in the negotiating or bargaining list of any agricultural
commodity, the actual or potential domestic production of which is certified
by the Secretary of Agriculture to be equal to domestic consumption require-
ments or a substantial portion thereof.

4. Where the Secretary of Agriculture certifies that the actual or potential
domestic production of an agricultural commodity is equal to domestic consump-
tion requirements or a substantial portion thereof, or that it is necessary for
national defense, imports of such commodity shall be so limited as to not inter-
fere with domestic agricultural programs effecting a commodity, or in the absence
of such a program, with maintaining a position of economic equality with other
domestic industries.
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In your deliberations and recommendations on Reciprocal Trade Treaty Act
extensions, we urge you to take these policies into consideration. The producers
of many of our specialized nonbasic, perishable agricultural products such as
nuts, fruits and vegetables, have been adversely effected by competition of like
foreign products in domestic markets which have been subject to tariff reductions
negotiated under the Reciprocal Trade Act.

Appreciating the consideration which you have given to agricultural problems in
the past, I am

Sincerely yours,
JOHN H. DAVIs, Executive Secretary.

NATIONAL WOMEN'S TRADE UNION LEAGUE OF AMERICA,
Washington 1, D. C., June 3, 1948.

Hon. EUGENE MILLIKIN,
Chairman, Senate Committee on Finance,

Senate Office Building, Washington 25, D. C.
DEAR SENATOR MILLIKIN: The National Women's Trade Union League strongly

urges adoption of House Joint Resolution 335, which would extend the present
Reciprocal Trade Agreements Act, without amendment, for a period of 3 years
from June 12, 1948. We believe that the machinery developed over the years for
administering the act is exceptionally good and does not need to be changed.
We further believe that the specific changes provided for in H. R. 6556 are harm-
ful and would practically nullify the effectiveness of the reciprocal trade agree-
ments program. We therefore oppose H. R. 6556.

Our organization has actively supported the trade-agreements program since
January 1938 and our membership, therefore, has had 10 years in which to watch
the administration of the program and form a judgment as to its value. The
conclusions they have reached are shown by the following actions: Early last
year when hearings were held by the State Department in various parts of the
country on the proposed charter for the International Trade Organization, league
members in four widely scattered cities besides Washington offered to testify for
the league in behalf of the trade-agreements program and the ITO charter. And
in May 1947, delegates to the triennial convention of the league unanimously
adopted a resolution reaffirming support of the reciprocal trade agreements
program. A copy of this resolution is attached.

We should like to discuss briefly some of the provisions of H. R. 6556. In the
first place, renewal for 1 year only, as provided in the bill, creates the impression
that the United States does not intend to continue its leadership in the field of
eliminating barriers to world trade, a leadership which we have maintained
since 1934. The liberal trade policy consistently advocated by us since that time
reached its peak with the conclusion at Geneva last fall of the general agree-
ment on tariffs and trade, and with the signing of the World Trade Charter by 55
nations at Habana this spring. To retreat from this policy now would be utterly
inconsistent and confusing. Furthermore, renewal for only 1 year casts uncer-
tainty on what will happen at the end of that year, and on just what the United
States meant by its commitments assumed under the Economic Cooperation Act
recently passed by an overwhelming majority in both the House and the Senate.

Removal of the Tariff Commission from the deliberations of the Interdepart-
mental Committee and setting it apart as a purely informational source (sec. 3
(a)), constitutes, in our opinion, a backward step in the administration of the
act. The present procedure, which calls for participation by the Departments of
State, Commerce, Agriculture, Labor, Treasury, National Defense, and the Tariff

'Commission at all stages in the preparation of a trade agreement is sound and has
proved to be a thoroughly democratic way of protecting the many conflicting
interests of the American public.

The most serious defect of H. R. 6556, however, is contained in section 2, which
in effect nullifies the entire trade agreements program. This section provides
that the Tariff Commission shall report to the President, before any trade agree-
ment is entered into, as to what-if any--concessions they think can be made on
each and every article under consideration "without causing or threatening
serious injury to domestic producers of like or similar articles or impairing the
national defense." Under the present act, an "escape clause" has been included
in the more recent agreements, to provide a remedy in case any particular con-
cession shall, in actual practice, "cause or threaten serious injury" to a domestic
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industry. This is a practical and reasonable safeguard, but to require the Tariff
Commission to guess in advance as to whether any given concession will cause or
threaten serious hardship to a domestic industry is to put a premium on caution
and to ensure that no real progress will be made in lowering barriers by the
method of mutual concessions.

Section 4 allows the President to recommend concessions beyond the limits of
Tariff Commission findings, but requires that if he does recommend a change on
even one item in any agreement, the entire agreement must be submitted to Con-
gress for 60 days, at the end of which it will take effect if meanwhile "there has
not been passed by the two Houses a concurrent resolution stating in substance
that the Congress does not favor the foreign trade agreement" This would obvi-
ously cause delay, and would probably take us back to the old method of log-rol-
ling which was in effect before the enactment of the trade agreements program.

To sum up: Since the present machinery for administering the act has worked
well for 14 years, and since there is provision for correcting a demonstrated hard-
ship on a domestic industry, there is no reason for changing the act at this
time. On the contrary, there is positive reason for not adopting H. R. 6556,
whose provisions would greatly hamper any real progress toward world economic
stability. We therefore urge the extension of the present Reciprocal Trade
Agreements Act, without amendment, for 3 years, and ask that this letter be in-
cluded in the record of the hearings before your committee.

Respectfully yours,
ELISABETH CHRISTMAN,

Secrcta ry-Treasurer.
MARGARET F. STONE,

Chairman of Legislation.

RESOLUTION ON RECIPROCAL TRADE AGREEMENTS PROGRAM AND THE CHARTER OF
THE ITO UNANIMOUSLY ADOPTED AT THE THIRTEENTH CONVENTION OF THE
NATIONAL WOMEN's TRADE UNION LEAGUE, MAY 19-22, 1947

Whereas a free flow of international trade is the prerequisite for any approxi-
mation to full employment and hence to decent living standards throughout the
world; and

Whereas the United States has taken the leadership in promoting international
economic cooperation, first with the Reciprocal Trade Agreements Program and
then with Proposals for an International Trade Organization: Therefore be it

Resolved, That the National Wqmen's Trade Union League in convention
assembled reaffirm its support of the reciprocal trade agreements program and of
the proposed Charter of the International Trade Organization.

STATEMENT SUBMITTED BY RAYMOND RUBICAM, CHAIRMAN OF THE RESEARCH AND
POLICY COMMITTEE FOR ECONOMIC DEVELOPMENT

The research and policy committee of the Committee for Economic Develop-
ment' is on record with respect to the need for vigorous expansion of world
commerce, and the importance of the Reciprocal Trade Agreement Act in further-
ing such expansion. CED welcomes the opportunity afforded by your committee
to reaffirm its position and to submit a statement supporting the extension of the
Reciprocal Trade Agreement Act without weakening amendments for a period of
3 years.

Our position on this matter was set forth in 1945 in the CED policy statement,
"International Trade, Foreign Investment and Domestic Employment." The
views there expressed were presented in testimony before your committee on
June 1, 1945. More recently our committee's position was restated in general
terms in its policy statement, "An American Program of European Economic

1 The Committee for Economic Development is an organization of businessmen formed to
study and report on the problems of achieving and maintaining high and secure standards
of living for people in all walks of life through maximum employment and high produc-
tivity within a free economy. Its research and policy committee issues from time to time
statements of national policy concerning recommendations for action which, in the com-
mitte e's judgment, will contribute to maintaining productive employment and high living
standards. A list of the members of the CED research and policy committee is attached.
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Cooperation," issued in February 1948. We shall be pleased to supply the
members of your committee with copies of both statements.

In its earlier statement our committee emphasized that one goal of American
policy should be the increase of peaceful trade among the peoples of the world.
The peace and prosperity of all nations will be advanced by the increasing de-
velopment of world trade. The interchange of goods, international travel and
communications between people can make for better world understanding.

Restrictions to world trade prevent free flow of goods, services, and capital
from where they are available to where they are needed. This obstruction pre-
vents efficiency in the use of the world's human and material resources and is an
obstacle to a higher living standard. Trade is a two-way street. In the end,
exports must be paid for by imports, if they are to be paid for at all.

The United States has a major interest in the expansion of world commerce.
We are a powerful industrial Nation. We need vast quantities of goods and
services of many kinds. We can exchange the things we produce with the people
of other countries, who, themselves, produce other things available for trade-
other things better or cheaper or different than we can or want to produce. A
restrictive course by America toward foreign trade is contrary to American
interest.

In the light of these considerations, our committee recommended, "The United
States should take the lead in its own interest in a program to bring about a great
reduction in the artificial barriers to trade between nations, whether they take
the form of tariffs, import quotas, restrictive exchange practices, or restrictive
business agreements."

Specifically with regard to the subject matter before your committee CED
recommended that "The protective tariff of the United States should be lowered.
To this end:

(1) The Reciprocal Trade Agreement Act should be renewed and strength-
ened .. .

(2) Negotiations under the act should be pressed vigorously so as to bring
about substantial rate reductions."

Our committee continued: "We feel that a prompt reduction in the American
tariff barrier is of the utmost importance, as crucial evidence that the American
people are prepared to take practical steps needed to heal a devastated world,
attain high and profitable employment, and erase the economic obstacles to
political peace. There is need to undo the Hawley-Smoot Act of 1930 and to go
much further progressively toward a freer movement of trade. Nothing less
than the extension of the power under the act to allow a negotiated reduction up
to 50 percent from the 1945 rate in exchange for foreign concessions will give
sufficient latitude to allow further substantial reduction in this barrier to
trade." .. . "The advantage in the reciprocal treaty arrangement is that our
reductions can serve as a lever for bringing about corresponding reductions else-
where, to our advantage and the world's. We strongly favor continuing to lodge
the authority for negotiating reduction where it now lies, as the only way to avoid
objectionable past practices. We hope that the Congress will act promptly in
reviewing and strengthening the Reciprocal Trade Agreement Act." . .

The need for expansion of world trade has not lessened since 1945. On the
contrary, it has increased. We have recognized that the existence of free and
efficient nations is important to use. One way to help the survival and develop-
ment of free and efficient nations is by taking the lead in the establishment of a
freer trading world. The free nations will not be efficient unless each can sell to
others the things it produces most efficiently and receive in exchange the things
produced most efficiently by others. Neither can free enterprise thrive in the
world if trade restrictions force international commerce into the narrow groove
of state-controlled deals. Progress in reducing tariff barriers has been made by
this country, but more is necessary. The recommendation made earlier by our
committee applies with even greater force to the situation today.

In its policy statement concerning the European Recovery Program, issued
February 1948, our committee emphasized the importance of reduced tariff and
other barriers to trade, both as a means of increasing living standards and as a
way to make possible the repayment of loans made by this country. We point
out that "Loans, when they are truly loans, must some day be repaid, principal
and interest, in goods and services. In part, a country's ability to make such
payment is an internal matter of finance and production; in part, it depends on
the creditor country's willingness to receive payment, directly or indirectly. The
recent tariff reductions negotiated at Geneva (under the Reciprocal Trade
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Agreement Act) should make repayment easier. Other ways should be sought
to stimulate American imports, as, for example, by stimulating the production
of specified raw materials in short supply for acquisition by the United States.
Such stimulation will be particularly beneficial to ourselves at the present time
when the domestic demand for goods is running ahead of-supply."

In the light of the foregoing, it should be clear that our committee strongly
urges the extension of the present Reciprocal Trade Agreements Act. The act
should be extended promptly, without weakening amendments, and should be for
a 3-year term. Extension of the act should be followed by a vigorous policy of
negotiation to bring about substantial rate reductions in other countries, in
exchange for further rate reductions here.

The policy recommended is in our own national interest. It will contribute
to improvement in our standard of living at home. It will tend to reduce
the drain upon our resources by assisting other countries to rehabilitate
themselves. It will increase our opportunity to secure repayment of loans made
abroad, thus lessening the burden on the American taxpayers. By contributing
to greater prosperity and higher living standards abroad, it will strengthen
the causes of freedom and peace.

CED RESEARCH AND PoLIcY COMMIrrEE

Raymond Rubicam (chairman), New York, N. Y.
Chester C. Davis (vice chairman), president, Federal Reserve Bank of St. Louis,

St. Louis, Mo.
William Benton, chairman of the board, Encyclopedia Britannica, Inc., and

Muzak Corp., New York, N. Y.
John D. Biggers, president, Libbey-Owens-Ford Glass Co., Toledo, Ohio.
James F. Brownlee, Fairfield, Conn.
Gardner Cowles, president and publisher, Des Moines Register and Tribune, Des

Moines, Iowa.
Donald K. David, dean, Graduate School of Business Administration, Harvard

University, Boston, Mass.
Marion B. Folsom, treasurer, Eastman Kodak Co., Rochester, N. Y.
Clarence Francis, chairman of the board, General Foods Corp., New York, N. Y.
George L. Harrison, president, New York Life Insurance Co., New York, N. Y.
Robert Heller, president, Robert Heller & Associates, Inc., Cleveland, Ohio.
Jay C. Hormel, chairman of the board, Geo. A. Hormel & Co., Austin, Minn.
Eric A. Johnston, president, Motion Picture Association of America, Inc., Wash-

ington, D. C.
Ernest Kanzler, chairman of the board, Universal C. I. T. Credit Corp., Detroit,

Mich.
Fred Lazarus, Jr., president, Federated Department Stores, Inc., Cincinnati, Ohio.
Fowler McCormick, chairman of the board, International Harvester Co., Chi-

cago, Ill.
Philip D. Reed, chairman of the board, General Electric Co., New York., N. Y.
Beardsley Ruml, chairman of the board, R. H. Macy & Co., Inc., New York, N. Y.
Harry Scherman, president, Book-of-the-Month Club, New York, N. Y.
J. Cameron Thomson, president, Northwest Bancorporation, Minneapolis, Minn.
W. Walter Williams, president, Continental, Inc., Seattle, Wash.

COLORADO SPRINGS, COLO., June 3, 1948.
SHERWOOD B. STANLEY,

Clerk, Senate Finance Committee,
Washington, D. C.:

Retel 1st. We are indeed sorry we will be unable to have representative
attend hearing. However, would appreciate greatly your reading the following
into the record: "It is the opinion of this association that the bean industry of
the United States is rapidly moving from a period of scarcity to a period of over-
production which will be even more serious than the excess production of the
prewar years. We firmly believe that if the present policy of reciprocal trade
as regards dried beans is continued that it will be disastrous to the bean in-
dustry of the United States. With the present program we understand that
under the reciprocal agreement the tariff on dried beans will be cut from 3 cents
per pound to 11/ cents per pound. Even under the present tariff large quanti-
ties of foreign beans are being imported. With a 1 -cent-per-pound tariff, pro-
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gressively large quantities will be imported. Also, it is our feeling that before
too long the Department of Agriculture will be called upon to support prices to
the grower of dried beaus in this country. Under lower tariffs we can readily
visualize a situation of the United States Government supporting the price to
growers thereby acquiring large quantities of American beans for which there
will be no use and at the same time foreign beans being imported and flooding
domestic markets. Therefore, we urge you to exclude beans from any extension
of the reciprocal trade agreement."

FRED SIMPSON, Jr.,
President, Rocky Mountain Bean Dealers Association.

STATEMENT BY UNITED STATES CUBAN SUGAR COUNCIL, NEw YORK, N. Y.

RECOMMENDATION SUPPORTING EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

The United States Cuban Sugar Council recommends extension of the Recipro-
cal Trade Agreements Act for at least 3 years and in its present form because in
the Council's opinion the agreement between the United States and Cuba has
contributed substantially to the furthering of a closer trade relationship between
the two countries and affords a convincing example of the value of the reciprocal
trade program.

The Council is composed of a group of companies which own or o)p'rate sugar-
producing properties in Cuba, stockholders of which are predominantly United
States citizens. These companies annually account for about half the total sugar
output in Cuba. Names of the companies are listed at the end hereof.

BOTH UNITED STATES AND CUBA HAVE BENEFITED FROM TRADE AGREEMENT

The agreement between the United States and Cuba, first to be signed after
the Reciprocal Trade Agreements Act became effective in 1934, has demonstrated
the benefits to both countries accruing under the program :

1. United States exports to Cuba, on an average annual dollar basis, have
more than tripled since the agreement was signed. As compared with 1930- 33,
when the Smoot-Hawley tariff was in effect, United States exports to Cuba rose
by 63 percent in 1934-41, when the Reciprocal Trade Agreements Act was in
effect, but while sugar shipments from Cuba were severely restricted by United
States quota legislation; and increased by 378 percent in 1942-47 when the Re-
ciprocal Trade Agreements Act was in effect but without such quantitative restric-
tions. The proportion of total imports which Cuba has purchased from the
United States increased from 56 percent in 1930-33 to 71 percent in 1934--41, and
81 percent in 1942-47, reaching 84 percent in 1947. The average annual value
of United States exports to Cuba increased from $48,000,000 in 1930-33 to $79,-
000,000 in 1934-41, and to $232,000,000 in 1942-47. United States exports to Cuba
in 1947 amounted to $492,000,000.

2. United States sales to Cuba of certain specific commodities increased even
more substantially. Under the trade agreement between the United States and
Cuba, for example, Cuba has become the best customer for rice grown here,
purchasing 78 percent of this country's total rice exports in 1947, or almost
one-third of the entire United States rice crop. The value of United States rice
exports to Cuba increased from an annual average of $136,000 in 1930-33 to
more than $5,000,000 in 1934-41, and to more than $30,000,000 in 1942-47. The
value of average annual exports of machinery and vehicles by the United States
to Cuba advanced from about $5,000,000 a year in 1930-33 to about $11,000,000
in 1934-41, and to nearly $32,00.0,000 in 1942-47. Exports of United States
cotton manufactures to Cuba rose from an annual average of $6,000,000 in 1930-33
to about $8,000.000 in 1934-41, and $15,000,000 in 1942-47. Exports of wheat
flour from the United States to Cuba increased from an annual average of about
$4,000,000 in 1930-33 to almost $5,000,000 in 1934-41, and to approximately
$13,000,000 in 1942-47. United States lard sales to Cuba mounted from an
annual average of about $3,000,000 in 1930-33 to nearly $4,000,000 in 1934-41,
and to about $12,500,000 in 1942-47. These increases in United States exports
to Cuba benefitted nearly every segment of the United States economy and nearly
every region in this country. The gains in rice exports were of particular
importance to Louisiana, Arkansas, Texas, and California; the increases in
exports of machinery and vehicles to such heavily industrialized States as New
York, Pennsylvania, New Jersey, Ohio, Illinois, and Michigan; in cotton manu-
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factures to textile manufacturing States such as North and South Carolina,
Georgia, Alabama, Virginia, Tennessee, Texas, Massachusetts, and Connecticut;
in wheat flour to Kansas, Nebraska, Oklahoma, Minnesota, Illinois, New York,
and other States; in lard to the corn-hog producing States of Iowa, Illinois,
Indiana, Missouri, Minnesota, Ohio, and others.

3. The average annual value of imports into the United States from Cuba
increased by 45 percent from 1930-33 to 1934-41 even though sugar, which
accounted for about three-fourths of the imports, was restricted by the United
States quota laws. Imports in 1942-47, with no sugar quota restrictions in
effect, rose 308 percent above the 1930-33 average. Sugar produced in Cuba
was the major factor in preventing actual sugar famine in the United States
duringg the war years and in the removal of sugar rationing in this country in
1947.

4. The economies of both the United States and Cuba were strengthened by
the increased volume of trade under the agreement. Consumers and producers
in both countries benefited.

CONCLUSION

The Council believes that these increases in trade between the United States
and Cuba convincingly demonstrate the advantage accruing from the reciprocal
trade program.

The agreement between the United States and Cuba has been followed by
substantial increases in the dollar volume of this country's major exports to
Cuba from which United States farmers and manufacturers have materially
benefited.

Lowering of trade barriers has been a necessary part of the program needed
to assure adequate supplies of sugar for United States consumers.

The trade agreement between the United States and Cuba produced its greatest
benefits to both countries during the period 1942-47 when trade flowed freely
without the quantitative limitations that were imposed by the United States
in the period 1934-41.

The Council believes, therefore, the Reciprocal Trade Agreements Act should be
continued in operation indefinitely.

Respectfully submitted,
UNITED STATES CUBAN SUGAR COUNCIL,

By DAVID Al. KEISER, Chairman.

MEMBERS OF THE COUNCIL

Caribbean Sugar Co. Punta Alegre Sugar Corp.
Central Hormiguero Sugar Co. Tanamo Sugar Co.
Central Violeta Sugar Co. The American Sugar Refining Co.
Compania Cubana The Cuban-American Sugar Co.
Cuban Atlantic Sugar Co. The Francisco Sugar Co.
Guantanamo Sugar Co. Tuinucu Sugar Co.
Manati Sugar Co. United Fruit Co.
New Niquero Sugar Co. Vertientes-Camaguey Sugar Co.

STATEMENT BY THE WOMEN'S ACTION COMMITTEE FOR LASTING PEACE IN SUPPORT
OF EXTENSION OF THE TRADE AGREEMENTS ACT

The Women's Action Committee for Lasting Peace has given continuous sup-
port to the trade agreements program and other efforts of our Government to
lower the barriers to world trade on a reciprocal basis. Our organization now
urges that Congress take prompt action to renew the Trade Agreements Act in
its present form for at least another 3 years.

The Women's Action Committee for Lasting Peace is affiliated with 14 national
women's organizations with official representation from each of these organiza-
tions on its national board of directors. The Women's Action Committee itself
is composed of many thousand individual members under the leadership of
State and congressional district chairmen.

Our interest in the Trade Agreements Act stems from two sources: (1) our
need as consumers for a wide variety of goods at reasonable prices, and (2) our
desire as United States citizens to encourage world peace and prosperity.
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(1) First we wish to present our personal problem as consumers. The
members of the Women's Action Committee for Lasting Peace have a definite
stake in the Trade Agreements Act as a bulwark against an uneconomical
tariff policy. The secret of United States prosperity is large-scale, low-cost
production. The larger our markets, both domestic and foreign, the less
will be the cost per unit of production. We as American consumers, gain
purchasing power through the efficient development of our export industries.

On the other side of the ledger, there is the question of imports. This
country cannot expect to sustain its export trade unless it is also ready to
import. Moreover, American consumers are used to a wide variety of goods,
many of which can best be purchased from other lands. When, as a result of
logrolling or special interest pressure, tariffs are raised, it is the consumer
who pays. The consumer must either pay high prices for the made-in-
America goods of a small, protected domestic industry or she must pay high
prices to cover the tariff on imported goods. We protest!

(2) As women who are intensely interested in international affairs, we
realize that the prosperity of the United States, with its free-enterprise
system and its huge productive capacity, is closely linked with world pros-
perity. This country must be able to export a good percentage of its produc-
tion. But unless the rest of the world is prosperous the country cannot rely
on a steady flow of trade. Unless we continue to take the leadership in a
liberal trade policy, other nations, less fortunate than we, will increase
rather than lessen their current obstructive trade practices. If this country
were to return to a high-tariff policy, other nations would be forced to dis-
criminate against our trade as they did after the Smoot-Hawley Tariff Act.

This country has made steady progress since the Trade Agreements Act
was first passed in negotiating tariff reductions with other countries which
have been to our mutual advantage. Notable among these was the multi-
lateral agreement signed at Geneva last October. It is hoped that further
progress will be made under the charter of the International Trade Organiza-
tion. If the fruitful process of reciprocal negotiation is to continue Congress
must continue to delegate to the Executive the authority to negotiate tariff
rates.

In this hour of world crisis it is particularly important that the United States
strengthen its gigantic foreign-aid program by a liberal trade policy. Permanent
world recovery cannot be achieved without an expanding world economy. Our
own free-enterprise system is vitally dependent on an expanding trade with
free and prosperous nations, in a peaceful world.

We wish to call your attention to the appended resolution unanimously adopted
at our 1948 annual convention by delegates from State and local groups throughout
the country.

The Women's Action Committee for Lasting Peace has as affiliates 14 national
women's organizations with official representation from each of these organi-
zations on its national board of directors. The Women's Action Committee
itself is composed of many thousands of members under the leadership of State
and congressional district chairmen.

The Women's Action Committee for Lasting Peace considers it of the utmost
importance that the trade agreements program be continued in a workable form
and for a reasonable length of time. As consumers, our members want a wide
variety of goods at low prices. They realize the effect of high tariffs both on
the cost and on the availability of goods. As women who are deeply interested in
international affairs, we realize that the prosperity of the United States is closely
linked with world prosperity.

The extension of the Trade Agreements Act for only 1 year would mean a
virtual suspension of the program, as the long process of study and negotiations
takes many months. Our Government would have difficulty negotiating agree-
ments with other countries under pressure of doubt as to whether it could meet
the year's dead line on its authority to accept this agreement. It is important
that this country be free to negotiate with a view to bringing other countries
into the general agreements on tariffs and trade signed by 23 countries in Geneva
last autumn. Moreover, several of the Western European countries do not as
yet have trade agreements with us. It is vital for the effective development of
ERP that we reach agreements with these countries.

A particularly unfortunate provision of the Gearhart bill (H. R. 6556) is that
which segregates the Tariff Commission from the Interdepartmental Committee
on Trade Agreements where it has been represented during the past 14 years
along with other interested departments. H. R. 6556 creates a cleavage in the
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development of our tariff policy which cannot be reconciled anywhere within the
executive branch of our Government. The provisions of this bill are such that
not even the President can bridge the gap. If a trade agreement goes beyond
certain limits (not the limits set by Congress in the Trade Agreements Act, but
limits set by the Tariff Commission) the President and the Tariff Commission
must present their differences for a decision by Congress. This is poor Gov-
ernment practice in any field.

Not only is the Tariff Commission segregated from the interdepartmental com-
mittee, but it is given a different set of criteria on which to form its judgments.
The bill provides that while the interdepartmental committee forms its judg-
ments on a broad basis of common interests after an analysis of effect of tariff
rates on foreign policy, commerce, labor, agriculture, and the consumer, the
Tariff Commission must form its judgments solely on the basis of the interests of
the producer coupled with considerations of national security. (Just why the
Tariff Commission rather than the Department of Defense, which is represented
on the interdepartmental committee, should be chosen to decide on the security
aspects of our tariff policy is difficult to understand.)

The Women's Action Committee for Lasting Peace urges that the Senate
Finance Committee, taking these and other points into consideration, will either
recommend drastic changes in the bill as passed by the House, or better still,
recommend a straightforward extension of the present Trade Agreements Act
without amendments for at least 3 years.

Senator BUTLER. The committee will stand in recess until 9: 30 to-
morrow morning.

(Whereupon, at 1: 25 p. n, the committee recessed until Friday,
June 4, 1948, at 9: 30 a. m.)
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FRIDAY, JUNE 4, 1948

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to adjournment, at 9: 30 a. in., in

room 312, Senate Office Building, Senator Eugene D. Millikin (chair-
man) presiding.

Present: Senators Millikin (chairman), Butler, Martin, George, and
Connally.

The CHAIRMAN. The hearing will come to order.
Mr. Dorfman, will you come forward, please?

Is Congressman Javitts here? Would you mini wainting just one
second, Congressman?

STATEMENT OF BEN DORFMAN, CHIEF ECONOMIST, TARIFF
COMMISSION, WASHINGTON, D. C.

The CHAIRMAN. The Chairman has a letter from Oscar B. Ryder,
Chairman of the United States Tariff Commission, dated June 3, 1948,
as follows:

DEAR SENATOR MILLIKIN: At the hearing before the Senate Finance Committee
on June 3 you requested Mr. Ben Dorfman, chief economist of the Tariff Com-
mission, to obtain information concerning the content of the confidential state-
ments (the blue slips) which accompanied the digests prepared by the Tariff
Commission and which were intended for the use of the Trade Agreements
Committee in preparation for the negotiation of the General Agreement on Tariffs
and Trade at Geneva in 1947.

These confidential statements were prepared by various experts of the Tariff
Commission and were reviewed by one or more of the Commissioners. The
Commission as such, however, did not pass upon the material. None of the
statements established "peril points." They were usually confined to discussions
of the probable effects of maximum duty reductions on the volume of imports
and were couched in very general terms.

The information contained in the "blue slips" was not made public. To have
done so would have given the negotiators for foreign countries the benefit of
opinions of United States experts on the probable impact of concessions which
the United States had under consideration. I may add that these confidential
statements were prepared before the public hearings on the Geneva agreement,
and the views expressed in some of them have been modified by the information
obtained at those hearings.

I trust that the above information answers the questions which you had in mind.

Mr. Dorfman, are there any reasons now that occur to you why
those so-called "blue slips" which I understand were not blue in color,
could not be made public?
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Mr. DORFMAN. I think the Commission might take the view that
the information contained on these so-called "blue slips" did not neces-
sarily represent the views of the Commission as such at that time.
Moreover, the information contained on those blue slips was supple-
mented and modified subsequently-

The CIIAIRMAN. Mr. Clayton, would you be more comfortable if you
came up here, or do you want to maintain your isolationism back
there?

Mr. WILLIAM L. CLAYTON (Special Adviser to the Secretary of
State). Thank you very much, Mr. Chairman; but I believe I would
prefer to sit here with the State Department people.

Mr. DORFMAN. The statements on those slips were subsequently
modified verbally by Tariff Commission people who served on the
Trade Agreements Committee, the various country committee! and
the negotiating teams themselves in Geneva. So the views expressed
in those confidential statements were in many instances modified before
any action based on them was taken.

Another reason that occurs to me for not making the blue slips
public is that the information would still be useful to foreign countries.
Many of them have not yet put the Geneva agreement into effect.
Moreover, in years to come, there might be some advantage to foreign
negotiators in knowing what these statements of United States experts
were.

The CHAIRMAN. Just offhand, tentatively, I think there might be
much to what you say; but also there could be no possible objection to
this committee's having those slips for its own perusal. Would there
be?

Mr. DORFMAN. I cannot speak for the Commission. However, I
don't know of any reason why the Finance Committee in confidence
might not examine them, unless the Tariff Commission were committed
in some way which I do not know.

The CHAIRMAN. Just let me say that as a matter of law, we have a
complete right to obtain information on anything that the Tariff
Commission or any of its employees do. I am merely questioning into
the punctilio of it. I am not for a moment questioning whether we
have a right to that information. The point is, I would not want
information if there were some over-riding public welfare reason why
I should not have it.

As far as the Tariff Commission is concerned, I reiterate that we
have, under the law, under the express terms of the law, a complete
right to any information that the Tariff Commission or any of its
employees may have.

I want to get a little sharper focus on the contents of those blue
slips or whatever form the particular papers may have taken. I no-
tice this expression in the letter: "They were usually confined to dis-
cussions of the probable effects of maximum duty reductions on the
volume of the imports and were couched in very general terms."

.Might not such a paper by virtue of containing that information
give warning as to a peril point?

Mr. DORF.MAN. At most it would be a very rough first approxima-
tion of such a peril point.

The CHAIRNAN. Let us assume that that is correct, would not the
purpose of it be to give some sort of notice that if you make this maxi-
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mum cut, you either will or will not imperil some particular industry?
Mr. DORFMAN. I examined about a dozen of these sheets last night,

and the impression I got, going over them, was that the authors at-
tempted not so much to ascertain the impact on domestic industry as to
give a rough estimate of the likely change in import trade that would
result from making the maximum permissible reduction in duty.

The CHAIRMAN. Is that not precisely what it does; it either makes
the peril clear or assures you that there is no peril'?

Mr. DORFMAN. It might well be that the item under review was one
which had no competition at all in the United States.

The CHAIRMAN. But I say if it is a competitive item, is not the
quantity of competition which imports would produce really the key
question as to whether there is peril to a domestic industry?

Mr. DORFMAN. In many instances, yes.
The CHAIRMIAN. So that in many instances the purport of the docu-

ment would be exactly that.
Mr. DORFMAN. Yes, sir; but there are also many instances in which

the result of a reduction in the duty might be not to change the volume
of imports, but rather to affect the price at which they are sold. The
imports, therefore, without any change in their volume, could have a
very serious effect on domestic industry.

The CHAIRMAN. So there again, even in the category which you re-
serve you would be giving information on what would be a peril point,
because price, of course, is the determining feature of a peril or the
nonexistence of a peril.

Mr. DORFMAN. Price and volume.
The CHAIRMAN. Price and volume. But you have stated there is a

category of cases where the volume would not be the important factor.
Mr. DO FMAN. That is right.
The CHAIRMAN. But that price might be.
Mr. DORFMAN. That is true.
The CHAIRMAN. In other words, a domestic industry, it could have

its throat cut by a price impact independent of a volume impact. It
can get its throat cut by a volume impact perhaps independent of price,
and it can get its throat cut by both volume and price. Is that correct?

Mr. DORFMAN. That is correct.
The CHAIRMAN. So these slips would give, let us say, warning along

those lines.
Mr. DORFMAN. They would give information that would be essential

to gather in arriving at peril points.
The CHAIRMAN. That was the purpose, was it not?
Mr. DO FMAN. I cannot say. In examining the papers-
The CHAIRMAN. If you assume that is not the purpose, then they

are a sheer and senseless gratuity. Why would a man be going through
this confidential hocus-pocus if it did not serve that end-point?

Mr. DORFMAN. It may have served that end-point for the negotia-
tors, but I think the authors of these papers were primarily concerned
with making a rough estimate of the likely change in the volume of
imports that would result from a maximum reduction in duty.

The CHAIRMAN. It is not necessary for me to refute that to preserve
the end-point which I am making, that the information obtained in
those slips would come to the same general effect of the information
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which the Tariff Commission would be handing the President under
the proposed bill?

Mr. DORFMAN. I should not quarrel with that view, sir.
The CHAIRMAN. Thank you very much.
Mr. DORFMAN. Thank you.
The CHAIRMAN. Congressman Javits, will you take the stand,

please?
We are glad to have you here. Make yourself comfortable and

identify yourself to the reporter, please.

STATEMENT OF HON. JACOB K. JAVITS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Representative JAVITS. I am Jacob K. Javits, Representative in Con-
gress from the Twenty-first Congressional District of New York.

I appear this morning before the committee in the interest of a
straight extension of the Reciprocal Trade Agreements Act.

Mr. Chairman, I appreciate very much the opportunity to appear
here. I understand the time limitations of the committee and will
confine myself strictly to an over-all statement, at the most, of ten
minutes.

May I say, too, that I appear with all humility, because in the
course of such modest efforts as I made on the International Trade
Organization charter I learned the legendary knowledge which the
distinguished Senator from the Colorado has on this subject.

The CHAIRMAN. It is entirely legendary.
Representative JAVITS. I use the term in the sense of a vast knowl-

edge, if the Senator will forgive me.
The CHAIRMAN. It is legendary and entirely apocryphal.
Representative JAVITS. Those who worked on it do not think so

They think you really know it thoroughly.
My interest in appearing is primarily dictated by my concern wit.l

the foreign affairs of the United States. I am a member of the House
Foreign Affairs Committee, and have been rather diligently, I hope
usefully, engaged in the various activities which come under the head-
ing of the bipartisan foreign policy of the United States, particularly
in the case of the European recovery program which it appears to
me from reading of the act and from our testimony with respect to
the act, from the cQnsiderations which went into the United States
estimates of the likelihood of its success, to be premised very materially
upon the very matter with which this committee is dealing now.

I would like to note for the committee-I am sure the committee's
experts have already called it to their attention-the particular sec-
tions of the European recovery program which are premised upon the
commitment on the part of the United States that it took, because it
too is a participating nation with the 16 European nations. That is
what, is meant by mutual self-help, that we too will participate.

We asked them to reduce their tariff barriers and facilitate interna-
tional trade. I think that goes for us, too, and we have made rather
solemn and important commitments on that score in that bill.

The question then arises whether by the section which is before this
committee for extension, we are disabling ourselves from the spirit
as well as the letter of going forward with the commitments we our-
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selves have undertaken in the European Recovery Administration
legislation.

I might point in that respect to the statement of purpose which is
contained in section 102 (b) and to the commitments which we ask in
the multilateral agreements or bilateral agreements with the partici-
pating countries contained in sections 115 (a), subsection 3. Also it
is noted that the Bogota conference came to the same point with re-
spect to the mutual reduction of tariff barriers to international trade,
and, of course, this committee and particularly its chairman, is well
aware of the obligations undertaken in the International Trade Or-
ganization Charter, which, of course, has not yet had congressional
sanction, but which still represents a very solemn agreement which
we are going to be called on to consider and approve if we choose to.

As to the merits of the legislation before the committee, I would
like to say that in the House I acted on my convictions in this regard
and felt constrained to vote in favor of a motion to recommit and I
might point out to the committee that 18 other members of my own
party felt the same way. Though I voted for the bill in the final
analysis, because I feel that was the path of responsibility.

The CIAIRMAN. What is your district, Congressman?
Representative JAVITS. Northern Manhattan Island. I might say

to the Senator that one of my most distinguished constituents is
General Eisenhower.

The CHAIRMAN. You are collecting some fine personalities.
Representative JAVITS. It is just to identify that I have Columbia

University in my district.
As to the legislation itself and why I acted as I did and why I be-

lieve these other colleagues of mine acted as they did, I think the
focal point is this question of reference back to the Congress. The
key point in this legislation, as I see it, is the point of reference back
to the Congress and the new machinery which is created vis-a-vis the
tariff commission.

It struck me, and I acted out of conviction, that that particular
provision, that particular bit of machinery, again shifts the emphasis
of the reciprocal trade agreements program from reciprocity or using
it as an element in our foreign affairs and our broad foreign economic
policy to protectionism, and for this reason: The Tariff Commission
has a legal formula by which it is required to operate and that formula
says if it finds in advance that a proposed tariff reduction will cause
or threaten serious injury to domestic producers of like or similar
articles, then the agreement is to be referred to the Congress for
congressional veto. There is a formula, according to the Executive
order now which guides-

The CHAIRMAN. If the President disregards it.
Representative JAVITS. If he disregards it, exactly. The formula

which is now contained in the Executive order is a post rather than a
preformula. That formula is that you take a calculated risk when
you make the agreement. The Tariff Commission sits in negotiation
and you may affect a domestic industry. After all, some eggs must be
broken when you are dealing with a problem of this kind. We all
know that as businessmen. You take a calculated risk in advance.

The difference as I see it, is that when you place the matter in the
76984-48-----24
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hands of the Tariff Commission in that fashion, provide for the con-
gressional veto, you are definitely giving the Tariff Commission a
mandate to emphasize protections as against the existing mandate
which emphasizes reciprocity.

I would like to call the committee's attention in the few minutes
that I have remaining to an economic development in the country
which is not new, but which I think needs to be noted in this connec-
tion because I think it has a very great bearing. I think it is fair to
say that a high tariff policy, a traditional high-tariff policy going
back into the last century and the first part of this century, was
premised upon the conviction that it was needed for effective and
vigorous private economy. It was not just an abstract formula.
There was a real conviction that in the days when our industries were
very small it was necessary to enable productive enterprise in various
fields to get out of their swaddling clothes in order to do ultimately
an adequate economic job. So protection was justified, not as an end
but as a means.

But today, when the United States is the greatest exporter of goods
in the world, when the whole world hungers for our goods, when our
costs of production and principal exports like machine tools and auto-
mobiles enables us to undersell foreign competition, and when our
tobacco, cotton, and wheat are in great demand due to shortages in
the world's short markets, we must reconsider our whole position, and
I think the reciprocal trade agreements legislation represents a re-
consideration of our whole position.

I think there is likely still to be room for tariff protection on some
items, which indeed we have, but that our great productive power and
our need for export markets ourselves must turn our emphasis toward
trade rather than protection.

Then the second point, which I think is important, is this: We
are shipping goods overseas today at the annual rate of $15,000,000,000
or six times the average of 1936-38. Our gross national production
has risen from about $85,000,000,000 in 1938 to about $225,000,000,000
currently. Our exports today are running at about 12 percent of our
total production. It seems to me, and I am sure the committee is well
aware of this fact, but I would like to draw a conclusion from it, that
the most significant characteristics of our foreign trade is the high
degree of unbalance between our exports and our imports; imports
running at the annual rate today of only about $6,000,000,000.

A fair estimate that I have made myself as a result of some study
is that based upon our own annual national product, which we know
represents the determinant for imports, we ought to be importing
today not $6,000,000,000 worth of goods but $9,000,000,000 worth of
goods.

The difficulty is that you have had very serious production lags
abroad. This seems to me, therefore, that by devoleping a recipro-
cal trades policy and continuing the development of the present policy
especially at this point, we will be in a position of encouraging
rather than discouraging a fair proportion of imports compared to
our own production.

The difference between $6,000,000,000 in imports and $9,000,000,000
in imports a year, as we talk in terms of money now, may not sound
like much, but it is an enormous difference, especially for the western
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European countries who are likely to be our principal suppliers.
I think that is obvious when you compare it with the cost of the
whole European recovery program. The whole European recovery
program for western Europe will cost us in the area of $4,000,000,000
to $5,000,000,000. That is for the rehabilitation of their whole econ-
omy.

The CHAIRMAN. May I make the suggestion that that is only a part
of the money necessary for their rehabilitation work. We are count-
ing on them to do the major part of the job.

This is merely auxiliary, and a very constructive auxiliary, to their
own interests.

Representative JAVITS. It represents, as we figured it when we ar-
gued the European recovery program in the House, about 5 percent
of their aggregate economy. They have an aggregate economy of
about $100,000,000,000. My point is, not in absolute terms, but a
relatively modest amount of money, $3,000,000,000 in imports a year
makes an enormous amount of difference, and I say that is borne out
by the marginal character of their economy.

The CHAIRMIAN. If I may suggest it, it also might make an enormous
amount of difference in this country. It does not take, as you well
know, a very great quantity of imports in a critical market to raise
hob with your domestic industry.

Representative JAVIs. That is perfectly true, if the Senator please;
at the same time, we have today in our domestic economy some enor-
mous shortages. I am sure the Senator is familiar with the fact that
his family has tried to buy some gifts of china, for example, ajd
found deliveries deferred 6 months, and a year or more.

That used to be pretty much a European market.
There was an enormous source of income from that. Considering

the standard of living of the people of the United States today, you
can have a marginal factor there in materially increasing imports
without being a very great damaging factor, without any really
serious injury to our domestic economy.

The CHAIRMAN. You might have this to think of: If you encourage
European industry for the purpose of supplying our temporary short-
ages, what is that European industry going to do after those shortages
have been satisfied?

Representative JAVITS. Of course, after those shortages have been
satisfied, if ever they are, because we have very definitely an ascending
economy, especially of consumption, in the United States-but let us
assume that it is mechanical and there is a saturation point; then you
have the factor of world recovery coming into play, which you do
not have today.

The reason we have a 4-year European recovery program is because
we are moving toward an area of greater world stability.

I think the Senator may agree that if we should get over this next
5-year hump of world reconstruction and world tension as between the
two great powers on earth, we have a real chance for an undeveloped
and undreamed-of 50 prosperous years, because we are putting the
whole world-at least, we are endeavoring to put the whole world-
on a new plateau which is justified by the enormous increase in the
actual production of goods.



366 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

That is demonstrated by what we have been able to do in the United
States.

The CHAIRMAN. So, in long terms you vary between cycles of short-
age and cycles of surplus. At the end of the 5-year period you are
speaking of, we may very well come into a period of world surplus.

That will afford us as challenging a problem then as it always has
in the past. But let us take one thing at a time.

Representative JAVITS. Senator, I would like to address myself to
that for an instant, though my time is up and I am now on the Senator's
time, by saying this:

Right now we are determining whether at the end of 5 years weshall
come into an area of surplus or an area of shortage, because the things
we do now to rehabilitate the economy of Europe, to rehabilitate the
economy of the rest of the world, will determine standards of living
5 years hence.

I think we could all agree very readily that standards of living in
other parts of the world, even without comparison to those of the
United States-let us assume that comparison ought not to be made-
are certainly far below what they ought to be even for those other parts
of the world.

The CHAIRMAN. But, paradoxically, you can destroy a standard of
living with surplus unless you know how to handle it, just as well as
you can with shortage.

Representative JAVITS. That is true. What I am pointing out, really,
is that if the credit of the world at the end of that 5-year period is
substantially rehabilitated, you run no danger of surplus.

On the contrary, your shortage conditions are very likely to continue
for a very considerable time after that.

The CHAIRMAN. Assuming the continuance of a free enterprise
system-rather, assuming the advent of a free enterprise system over
the world, you are not bound to run into surplus, because that is the
direction of that kind of economy.

Unless you can keep your consumption up with your production, you
come to a surplus, which can be as devastating as a shortage.

Representative JAVITS. That is true, Senator.
The CHAIRMAN. We have been through that. We know that out of

our own experience.
Representative JAVITS. Correct. We also realize that that has been

largely, or very substantially, attributable to our own failure to look
forward to events which would come and to make some effort to deal
with them in advance.

The CHAIR-MAN. I do not want to get into that, but that projects you
into the conflict of many philosophies as to what should be done in the
nature of controlling the economy.

Representative JAVITS. Exactly. The margins here, however, are
not so great that you run in this proposition into this very broad,
over-all question of trading the treasure plus of goods in the world. •

Really, what you are doing in the reciprocal trade agreements pro-
gram is to try to level out surpluses and definite deficiencies in various
areas by making it easier for the water to find its own level, to flow
from one place to another.

Really, my own feeling is that this is an extremely useful piece of
mechanism for that purpose; but, on the whole, looked at over all,
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it has worked well, and therefore at this time when you are about
to change administrations-I do not say that invidiously to my friends
on the Democratic side-you should not make a radical change in the
mechanics which this bill contemplates, and which I think throws the
emphasis, according to this bill, very seriously on protection as against
the fundamental idea of this program, which is reciprocity.

The CHAIRMAN. I do not think the reciprocity is going to be hurt
very much.

Representative JAvrrs. That may be, Senator, because we don't con-
template the negotiation of any new agreements, but I do think that
it will hurt very seriously the kind of encouragement which we are
giving to the whole world, which has almost wrecked itself on these
barriers to the free flow of trade.

We are giving them the lead that the United States is itself en-
couraging that kind of policy. It is going over to that principle.
I do not think it is worth it. Is it not just as true on the negative
side? If we are not going to do anything in the next year anyhow,
then why burden it with this kind of new principle which is here,
when it is not necessary? You can argue that way, too.

The CHAIRMAN. On that same theory, why have a reciprocal trade
system at all?

Representative JAvrrs. But you are going to need it all the time.
It just happens that you might be for reasons which are outside the
confines of this bill, in an interregnum.

The CHAIRMAN. If we are to retain a reciprocal trade system, it
is on the ground of its future benefits. We should put corrections
into effect now for the same reason that we would authorize the con-
tinuance of the main structure of the system.

Representative JAVlTS. I think that is fair, Senator, except I be-
lieve the corrections that have been made are unsound-the funda-
mental correction which we have discussed.

The CHAIRMAN. That is why we are having this hearing.
Representative JAvTS. Thank you so much.
The CHAIRMAN. We are very glad you could come, Congressman.
Representative JAVrrS. Thank you very much.
The CHAIRMAN. Mr. Claudius T. Murchison?
Mr. Murchison, will you be comfortable and introduce yourself to

the reporter, please?

STATEMENT OF CLAUDIUS T. MURCHISON, PRESIDENT, COTTON
TEXTILE INSTITUTE, NEW YORK, N. Y.

Mr. MURCHISON. Mr. Chairman and gentlemen of the committee,
my name is Claudius T. Murchison, president of the Cotton Textile
Institute, whose headquarters are 271 Church Street, New York City.

The proponents of a 3-year extension of the so-called Reciprocal
Trade Agreements Act in unamended form make for this act the most
extravagant claims, not one of which is valid with respect to actual
trade benefits received by the United States.

It is claimed for the act that it has satisfied its major purpose of
reducing trade barriers throughout the world. As a matter of fact,
the exact reverse has occured. The modern world has never before
been so cluttered with trade barriers of every conceivable type and
description.
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Not only are such restrictions as import quotas, exchange limita-
tions, import licensing, and outright embargoes in more general use
than ever, but actual tariff rates, which the American program has
had for its major target, are higher rather than lower.

It is difficult to understand this, because every one of the thousands
of concessions which we have given presumably are balanced by
equivalent concessions from other countries, and yet for some strange
reason we come to the present day with trade barriers higher than
when we started.

Hence, it is manifest that the major purpose of the trade-agreements
program has met defeat. The State Department claims that the 23
recent Geneva agreements have effected tariff reductions to the ex-
tent of about 83 percent of the trade of the participating countries;
about 83 percent of the items.

From past experience this would seem to be immaterial from the
point of view of all countries except the United States. We would
put the lower rates into effect. The other countries will find ways to
render the lower rates ineffective through embargoes, exchange re-
strictions, import licensing, and outright repudiation or other means.

It has been claimed that the trade-agreements program is responsible
for the great increase in our exports since 1938. In actual fact, as
every student of international economics knows, our exports have
grown to colossal proportions to supply the materials of war and to
rehabilitate or provide relief to war-devasted nations or nations whose
economies have been adversely affected by the war. We ourselves have
supplied additional incentive by the extensive use of subsidies and
international loans. No one can seriously contend that our great
export trade has to any substantial degree been promoted by any
action taken under the Reciprocal Trade Act.

It is claimed with equal disregard of the facts that the reciprocal-
trade program is our only assurance of an ultimate trade balance.
Much is made of the necessity of greater imports in order to provide
dollars for the maintenance of exports. The truth is that we have
been taking imports without any limitation other than the ability
of foreign countries to supply them or in some few cases the inability
of our country to find any uses for them, irrespective of price or tariff
rate.

There is not a single item of raw material needed in the economy
of the United States whose import is being currently restricted by
tariff barriers. There is not a single item of foodstuffs or any item in
the luxury classifications which cannot be readily purchased by the
American, people if the American people wish such items and if for-
eign countries are in a position to supply them.

The circumstances of world economy are such that the present rela-
tionship of our exports and imports bears no visible kinship to the
reciprocal-trade program.

It is claimed that this program is a great agency of peace. This
in face of the most overwhelming fact of modern times that the world
is rent by wars and rumors of wars and political instability and inter-
national insecurity beyond any degree- previously known in recent
history. Not only has it failed to strengthen the forces of peace, it has
not even succeeded in making any recognizable contribution to the
forces of international good will.
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It is claimed that the reciprocal-trade program, so-called, is essential
to the success of the European recovery program and that we have in
fact made commitments with respect to the Economic Cooperation
Administration which require the continuance of our reciprocal-trade
procedure.

We have, of course, committed ourselves fully both to the principle
and the practice of cooperation. and no one is opposed to this. But
this commitment leans upon a slender reed, indeed, if its realization
must be attained through section 350 of our Tariff Act.

The experience of the past 14 years should be convincing evidence
that we need to turn to more effective methods than those of political
bargaining and international log rolling if true cooperation among the
various countries is to be achieved.

This reciprocal-trade program has, however, accomplished at least
one thing which is very real and possibly very dangerous, but which
has been carefully soft-pedaled by the Department of State. It has
reduced by approximately one-half, or to be exact, in using the figures
of the Tariff Commission, 47 percent, the average of the tariff rates
of the United States.

The extent and breadth of these drastic reductions have been made
known to us only within the past few weeks by the disclosures of the
Tariff Commission. This information is not known to the public gen-
erally. It is doubtful that more than a fraction of 1 percent of the
American people have the slightest awareness of this extraordinary
demolition of the United States tariff structure.

The chances are they will not awaken to this spectacular accomplish-
ment until they begin losing their jobs 2, 3, or 4 years from now.

Senator MARTIN. Has there been any closing down of small
American industries by reason of the removal of the tariff, to your
knowledge?

Mr. MURCHISON. Not that I know of, Senator. I am discussing
that point in the next paragraph or two here.

At the moment there are no evil effects because at the moment the
United States is producing for the rest of the world and the major
flow of goods is outward bound-outward bound because the rest of
the world does not have the productive power as yet to reverse the
trend.

It is wholly irrelevant, therefore, and misleading to the general
public to argue that trade agreements are good because they are
responsible for our large exports and on the import side have done no
injury to the American economy.

The answer to that claim still lies in the future. An economist
realist knows full well that the answer may be in the form of a
paralyzing shock to American standards of living and to American
employment.

So, my feeling is that there has been no period of adequate testing
of the reduction in the tariff rates. Our reasoning must be on the
basis of logic, on the basis of relationship of economic values which
will become apparent in the future.

In the present legislative controversy the appalling truth is that
we have cut our tariff rates by almost one-half during a period in
which the effects of those reductions could not actually be tested, and
yet despite the absence of actual testing a powerful effort is being
made to proceed still further with the tariff cutting.
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When we set this alarming fact against the contrasting situation

abroad, where, as I have said previously, import restrictions are more
rigid than ever before, we are forced to the conclusion that the one
and only purpose in seeking an unqualified continuance of the recipro-
cal-trade program is to break down completely the protection of
American industiy, American agriculture, and American employment.

Senator CONNALLY. Break it down entirely and not leave a thing?
Mr. MURCHISoN. That would seem to be the objective, because that

is the only thing that has been accomplished, Senator.
Senator CONNALLY. The best thing to do is to repeal it, if that is

the case. I do not like witnesses to come in and say that everybody
is crooked but them, and impugning the motives of the people who
advocate things.

Mr. MURCHISON. I think that is a matter of policy. It is not a
matter of being crooked or honest, Senator. I did not mean that-
to imply there was any moral question involved.

Of course, there are conflicting views with respect to tariff, and
many people honestly think that the tariff should be abolished.

Senator CONNALLY. That is right.
Mr. MURCHIfSON. Of course, we take the opposite view.
The Congress is today appropriating billions upon billions of dollars

in the interests of our military security and for the same purpose is
contemplating the drafting of American boys into the armed forces.
Can we, while doing this, bargain away our economic security in the
interest of a specious doctrine under the pressure of emotional exhorta-
tion ?

We therefore wish to accord our full support to the objectives of
H. R. 6556 as enacted in the lower House. We, of course, regard it as
a piece of transition legislation, but the principles contained in its pro-
posed amendments are sound and should supply the foundation upon
which a new and more enlightened tariff policy will eventually be built.

In its international trade aspects, the 1-year extension offers no seri-
ous threat for the next 1) months, because virtually all the trade agree-
ments that can be made have already been made, and will probably
endure for a 3-year period. The adoption of the safeguards contained
in the amendments, while they may not be seriously needed within a
12-month period, is extremely important from the standpoint of prin-
ciple.

The CHAIIIRMAN. I think it might well be to emphasize that they can
go longer than a 3-year period. They can endure thereafter until one
of the parties wants to get loose.

Mr. MURCHISON. That is quite right, Senator. I meant to indicate
there the minimum period rather than the maximum.

To restore the principle of economic determination as distinct from
political bargaining it is vital that the Tariff Commission or some
analagous independent agency be entrusted with the responsibility of
fact finding in accordance with economic criteria established by the
Congress.

At this point I do wish to emphasize that many of us who are oppos-
ing the continuation of the reciprocal-trade program as set up are not
doing it because we are necessarily high-tariff people. That isn't the
idea at all. We are generally charged with making an effort that has
for its ends only the establishment of high tariffs. That definitely is
not so.
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We are in favor of a tariff system in which the determination of the
customs rates are based on economic criteria. I have reference to the
economic needs of the country, rather than to those considerations
which arise in our whole range of international relationships.

It is equally important to restore the principle as set forth in the
Constitution of the United States that Congress be empowered to reg-
ulate the foreign trade and commerce of the United States.

Under the present system Congress is completely divorced from the
exercise of its constitutional powers. Under the present system it is
not even possible for an American citizen to invoke the right of judicial
appeal; that is, with respect to the operation of this act.

Both the legislative and judicial branches of the Government are
completely eliminated from any part of the adjudication or adminis-
tration of the Reciprocal Trade Agreements Act. No one, of course,
wishes to return to the methods of tariff making which we previously
had, but a sound administrative determination and administration
of customs duties and trade agreements need not be divorced from the
congressional power to review and veto.

In the interest of the American people it must not be so divorced.
The CHAIRMAN. Any questions?
Thank you, Mr. Murchison, very much.
The CHAIRMAN. The next witness is Mr. F. E. Mollin, of the Amer-

ican Livestock Association.
I should know, myself, because he is one of the distinguished citizens

of Colorado.
We are glad to have you here.

STATEMENT OF F. E. MOLLIN, EXECUTIVE SECRETARY, AMERICAN
NATIONAL LIVESTOCK ASSOCIATION, DENVER, COLO.

Mr. MOLLIN. My name is F. E. Mollin. I am executive secretary of
the American National Livestock Association, Denver, Colo.

Our membership consists of beef-cattle producers in the territory
west of the Missouri River, the States of Louisiana, Florida, Michi-
gan-I mean the organized producers-with a scattered membership
in many other States.

I am very glad of the opportunity, Mr. Chairman-
The CHAIRMAN. Does it extend into Texas?
Mr. MOLLIN. Yes. I am very glad of the opportunity to discuss the

future tariff policy with you this morning. Our association has always
believed in a tariff that would give us a degree of protection when
supplies were heavy and prices low, and that would operate in the
reverse fashion when supplies were light and prices high.

The only reason there isn't such an operation today is because the
imports that could come into this country are diverted elsewhere, not
through any barrier that would bar them from the United States.

We have opposed the reciprocal-trade program from the beginning,
and we are still opposed to it. At our convention in Boise in January
of this year, our resolution No. 4-that was our fifty-first convention,
by the way-reiterated our opposition to the reciprocal-trade program
and suggested that if it were to be extended, that it be for a period
of only 1 year.
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We favored the restoration of the Federal Tariff Commission to a
point of power in the making of these agreements and suggested that
if that were not done, the Congress take the power back to itself. So
that the bill, H. R. 6556, goes quite a long way in line with our
resolution.

If I may, I would like to read into the record resolution No. 4.
It is as follows :

RESOLUTION No. 4, RECIPRocAL TRADE ACT

Whereas it has recently been announced that 100 reciprocal trade agreements
have been negotiated as a result of the recent International Trade Congress at
Geneva, making sharp reductions in the tariff rates on the major products
imported into this country; and

Whereas these tariff reductions are in turn made available to all nations
under the most-favored-nation treaties now in existence; and

Whereas these new reductions reduce the level of tariffs in this country to
the lowest point in more than 100 years; and

Whereas the Reciprocal Trade Act expires in June 1948 but the tariff reduc-
tions just made will in any event continue in effect for 3 years from date of
execution : Therefore be it

Resolrcd, That we urge that the Reciprocal Trade Act be not extended, but
instead the United States Tariff Commission be revitalized and given the power
to adjust rates either up or down as occasion may demand after the 3-year
period mentioned above has expired, so that domestic agricultural producers,
industry, and labor may be adequately protected against a sudden and disastrous
flow of imports, or Congress restore to itself the right to confirm or reject any
change in tariff affecting agricultural products.

I have listened to a good deal of discussion in the last 2 days in
regard to the Federal Tariff Commission as opposed to the present
method of making trade agreements. I have appeared many times
before the Committee for Reciprocity Information numerous times
in connection with pending trade negotiations, and I think it is only
fair to say that it is a compete farce, so far as having any value to the
people who appear before them.

In the beginning numerous Congressmen and Senators appeared
down there, and there would be some quite lively cross-examination
by the members of the committee. When they got into some pretty
hot arguments with Members of Congress, finally it was ordered that
they should not ask Members of Congress any questions. So in the
latter appearances I have made, a Member of Congress would make
his statement and that was all.

Still later, that same rule appeared to apply to individual witnesses;
so we merely appeared before a committee which sat there like a
bunch of stuffed owls and listened to us and asked no questions, and
then apparently from the information that has been put in by other
witnesses nothing was ever done about it.

We don't think that is a fair exchange or a fair shake for people
who spend their money to come to Washington who have an honest
interest in the proceedings, and who would like to have the opportunity,
at least, to talk to people who are going to have something to do with
the making of the final decision.

A good deal has been said about the importance of having repre-
sentatives from all the different bureaus, and particularly the Agri-
cultural Department in the case of agricultural commodities.

On that Committee for Reciprocity Information I believe every
time I have appeared there, Agriculture has been represented by Mr.
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Arner, who is a notorious free trader. I don't think he ever had a
thought in his mind about protecting American agriculture. I think
sometimes they have two witnesses. I do recall one hearing where
another member for the Department of Agriculture seemed to be more
friendly to the agricultural side.

It has been my experience there in the days when the members of
the committee did ask some questions that, generally speaking, it ap-
peared they were picked because they believed in international trade,
and not because they were charged with the responsibility of pro-
tecting American industry, labor, and agriculture.

We think if we had the opportunity to a pear before the Federal
Tariff Commission, and if that Commission had a responsible part in
making recommendations as to what the rates would be, it would be
very gladly accepted throughout the country and that we would have
a confidence in the proceedings that we do not have at this time.

A good deal has been said about the old log-rolling methods. We
don't propose going back to the days of the bills being written up here
on the hill any more than anybody else does, but we are not at all
satisfied that under the Reciprocal Trade Act we have what we were
told we were going to have, which was a scientific, selective treatment
of the tariff.

From the testimony that has been put in the record, it shows that
practically every item in the tariff act has been reduced, and we know
from our own experience that there have been reductions made in items
that could have no possible effect upon international trade.

I would like just to cite you the case of hides, for instance. We had
10 percent tariff on hides, a purely nominal duty. Yet, in the trade
agreement with Argentine that tariff was reduced from 10 percent to
5 percent.

Argentine hides would come into this country just as freely over a
10 percent duty as over a 5 percent duty. There was no reason, no
advantage to be gained, by cutting that tariff, and it was merely in line
with the policy of making the Reciprocal Trade Act the medium of a
straight reduction in the tariff. It might just as well have been done
honestly as to pretend that it was being done in a scientific, selective
manner.

I have heard a good many of these arguments about promoting
foreign trade, but I never heard anyone explain how it was going to
profit the United States to promote the export of one kind of com-
modity at the expense of the producers of another domestic com-
modity.

I think we are all willing to increase our foreign trade to the point
that we can use imports to advantage, but when you say we are going
to increase the export of automobiles or any other commodity and we
are going to permit imports of watches or pottery or anything else to
pay for them at the expense of watchmakers and the pottery makers, it
doesn't make sense to me.

That has never been explained to my satisfaction. I don't think
it is capable of explanation.

One thing that we have learned during the war and since the war
is the tremendous effect on the demand for beef, and I think the same
would be true of almost any commodity, of full employment in this
country. We have today the best demand for beef that we have ever
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had. We are concerned over the general economy as much as we are
over the direct market for beef. We don't think that we can remain
prosperous even though at the moment we are in a relatively favored
position with regard to possible imports of cattle or beef products.
We don't think we can remain prosperous if the economy of this coun-
try is not maintained in a prosperous condition.

We know what would happen if we had large unemployment. There
would be a sharp falling off in the demand for beef, immediately, even
though our supplies were just the same or even somewhat below what
they are today.

I would like to call your attention to the fact that our production to-
day is at almost a record level, and that is true, of course, of many other
agricultural products.

In cattle, we had our peak number 3 years ago when there were 85.5
million cattle in the country. On January 1, this year, we were down
approximately 7,000,000 head.

Of those 7,000,000, only 409,000 were beef breeding cows and
heifers; Senator, you might not have realized that. There has been
so little reduction in the beef breeding cows and heifers, we are prac-
tically at peak production. The reduction has been largely in dairy
cows, and in steers and some of the younger classifications of beef
animals, but the beef breeding herd is near the record high.

There is another difference between now and the prewar conditions
in the fact that prior to the war we were receiving quite substantial
imports of cattle and beef products. Today we receive very little
imports, except some canned beef. So we are today supplying the
largest amount of beef per capita that the people of this country ever
have eaten, almost entirely from domestic production, whereas during
the 1935 to 1939 period, quite a substantial part came from imports.

Senator MARTIN. Might I ask a question?
The CHAIRMAN. Surely.
Senator MARTIN. Does it indicate that that will continue over the

next few years, or is there a danger of dropping off ?
Mr. MOLLIN. In production?
Senator MARTIN. Yes.
Mr. MOLIAN. I think it is expected that there will be a further slight

reduction this year, Senator, in meat production, and there will be a
dropping off in beef. I was going too give you some figures on that:

In the 5-year period before the war 1935-39, meat consumption was
126.2 pounds.

Of that, 63.3, or half, was beef and veal. Last year we had the
largest per capita meat consumption since 1908 in this country, and
in beef and veal alone we had the largest per capita consumption we
have ever had in this country.

The total last year per capita was 155.2 pounds. The amount of
beef and veal in that was 79.9 pounds. So, while we furnished nearly
all this out of our domestic supplies, it was 29 pounds above what we
furnished during the 5-year prewar period.

As I said, our beef-breeding herd is still very high. It is expected
that the total consumption this year will be down 10 pounds from last
year, and I would say that perhaps half of that or about 5 pounds,
would be beef.

The point is, we are still on a very high plane of production. You
can't change cattle production quickly as you can in many commodities.
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So, if there is any sudden change in the economy of this country, we
will catch it first. We know that. History shows that. The pro-
ducer is always the first to feel it. So, I think. it is important that
great care should be taken in regard to this tariff matter, because
if you don't protect the agricultural producers while they are making
this tremendous effort not only to feed this country but a large share
of the world, when the change comes you are just going to leave them
in very bad shape.

We feel that the bill that is before you is a step in the right direction
for the particular reason that it does the very thing that the Congress-
man referred to a few minutes ago. I favor it ?or the very reason
that he opposes it, because it puts the emphasis back on protecting
American industries, American labor, and American agriculture.

It seems to me that is the major purpose of a tariff bill. It isn't
to promote foreign trade. It is to insure the economy of this country.
We feel that it is a whole lot better to have that job done by an inde-
pendent body such as the Federal Tariff Commission than to have it
done in the State Department, which has other objectives in mind en-
tirely from what was intended when the Constitution was written,
giving the tariff-making authority to the Congress.

I think in your passing that power on, you ought to insure that
this principle of tariff making is carried out by whatever agency you
empower to do the job.

We don't feel that that principle can be properly carried out by the
State Department, which is thinking about a lot of other things that
do not have too much to do with the economy of this country.

Under the circumstances, while, as I said, we have not favored the
reciprocal trade program, we certainly urge the passage of this bill
with the 1-year extension. We feel it is quite proper that this whole
matter should come up next year when the whole world trade situation
is before you, and that the evidence that has been put into your record
here clearly shows there is going to be no damage to the existing
situation by this 1-year extension.

We think that after the election is over, the whole country can settle
down and give serious consideration to the future tariff policy of the
country.

I believe that is about the most important thing we can do. We
don't believe there has been any fairness of test at all of the reciprocal
trade program to date. I might say that during that 5-year prewar
period, 1935-39, when we were producing only 63.3 pounds of beef and
veal per capita, particularly in the first years of that 5-year period,
the beef cattle industry was not profitable. Even on that basis the
demand for beef was not great enough, to be profitable.

It is only as we got into the advance buying for the war and into
the war period itself that our industry got on to a profitable basis.
We know that while we have this tremendous demand for beef today,
that situation can change quickly.

We urge you to take every care that the future tariff policy of this
country will be handled by an agency that is impartial and that is
instructed to carry out the original purpose of the tariff-making
power.

That is all I have, Senator.
The CHAIRMAN. Thank you very much. Are there any questions?
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Senator GEORGE. You would not have the State Department have
anything at all to do with the making of our tariffs?

Mr. MOLLIN. If I had my way about it, I don't know that I would,
Senator. I would certainly like the Tariff Commission-

Senator GEORGE. I think you have very frankly said you think the
whole power and authority ought to be vested in the Tariff Commis-
sion to carry out the policy which the Congress had laid down.

Mr. MOLLIN. Yes.
Senator GEORGE. Which is one of protecting industry and producers.
Mr. MOLLIN. To a reasonable degree. I don't take the position

that you can protect every individual producer in this country of
every kind. I know that you have to hit a balance, and that balance
should give a reasonable degree of protection to an industry, not to an
individual in that industry.

It seems to me that if you follow that policy, the country is going
to come out all right.

Senator GEORGE. I am not quarreling with your argument at all.
I just wanted to get it clear.

I thought you very frankly stated the whole thing when you said
that you thought this whole power should be vested in the Tariff Com-
mission, and the State Department has nothing to do with it.

Agriculture should have nothing to do with it, and nobody else,
because the Tariff Commission is the agency that under the Tariff
Act, of course, is given the power to do certain things.

Mr. MOLLIN. I would rather have an independent agency do that
job even than the Agriculture Department, because we know the
Agriculture Department is part of the Administration, just as the
situation today is that the new Secretary of Agriculture, I believe,
has appeared in support of the administration bill. He is doing so
because he is asked to do it. He does-not operate as an individual
who is seeking to protect agriculture. He operates at the request of
the President to carry out the administration program.

If you have an independent agency that is charged with the re-
sponsibility of protecting the whole country, I think we would get
better results than to have any part of the executive branch do the
job.

Senator GEORGE. You put the whole emphasis purely on protection,
without regard to any other policies or any other part of the program
that we are trying to carry out in this modern time.

Mr. MOLLIN. I don't see where giving reasonable protection to
American industry is going to conflict with the modern idea.

If you are going to give the power to the State Department, and
they overemphasize foreign trade, and it reacts on the country, you
are not getting anywhere.

Senator GEORGE. You ought to have a balanced program, but I do
not think you get it under just putting it back in the Tariff Com-
mission. It seems to me that you would be going backward in that
way very fast because I do not see how we could just regard our
tariff policy, as we did for so long a time, just as our own policy
without regard to its general effects.

Do you not think that conditions have changed somewhat?
Mr. MOLLIN. Yes, I think they have changed too much.
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Senator GEORGE. You do? Do you not think the fact that we have
become the greatest creditor nation in the world and the greatest
producing nation in the world, with need for markets and outlets
to maintain a balanced economy, the general economy of the country,
do you not think those are all facts that should be kept in mind?

Mr. MOLLIN. Yes, I do, Senator; but I don't subscribe to the belief
that we can get anywhere by promoting imports of products that
we don't need or of products that we can produce ourselves.

Senator GEORGE. I do not suppose we could import a lot of prod-
ucts that we do not need. We need a great many things now that
we do not have.

Mr. MOLLIN. There is nothing to stop them from coming in, either.
Senator GEORGE. It may be that the tariff is not the reason, but

I say there are a lot of things that we do not have that we ought to
have.

Mr. MOLLIN. For instance, in beef. I say there is nothing to keep
Canadian beef from coming into this market today except the fact
that Canada and England made an agreement that Canada's surplus
goes to England. Any time they decide they need a supply of Ameri-
can dollars worse than England needs Canadian beef, Canada will
begin giving licenses to the cattlemen up there to ship their cattle to
the United States.

They are sore because they are denied the American market, but
there is no barrier on this side of the line. The barrier is on their
side.

Senator BUTLER. Mr. Mollin made the statement, which I think
all of us admit is factual, the decline in the cattle population is around
8,000,000, from 85,000,000 to about 79,000,000, and of that decline,
around 400,000 was in the beef-cattle population.

Mr. MOLLIN. Beef cows.
Senator BUTLER. 'While this may not be exactly related to the subject

under discussion, I would appreciate your opinion, if you have one.
Why the big drop in cattle population other than beef cattle?

Mr. MOLLIN. I think the high price has encouraged ranchers to dis-
pose of anything like steers, for instance. We used to carry quite a
number of steers. I think the high price has encouraged them to move
those to market. But they have held on pretty much to the breeding
herds. So the calf crop is still going to be very sizable this year. I
think that is the main reason, Senator.

Senator BUTLER. The decline of around 71/2 million is mostly in the
dairy herd, is it not?

Mr. MOLLIN. Yes, but I understand that the dairy people claim
they are producing more milk with fewer cows. I think they have
culled their herds. I think it is their claim they are producing more
milk with fewer cows.

Senator BUTLER. That is all.
The CHAIRMAN. There has been some objection here to the inclusion

in the bill of the injury test. In that connection, I would like to read a
letter from Franklin D. Roosevelt to Congressman Buck under date
of June 15, 1934:
My DEAR CONGRESSMAN BUCK:

I am somewhat surprised and a little amused at the fears you say have been
aroused in California because of the enactment and possible administration of
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the Reciprocal Trade Agreements Act. Certainly it is not the purpose of the
administration to sacrifice the farmers and fruit growers of California in the
pursuit of the will-o'-the-wisp of foreign markets, as published reports would
make believe. I trust that no Californian will have any concern or fear that
anything damaging to the fruit growers of that State or of any other State will
result from this legislation.

Very sincerely yours,
FRANKLIN D. ROOSEVELT.

In President Truman's message to Congress of March 1, 1948, on
the subject of Reciprocal Trade Agreements extension, he said:

In addition, the interests of domestic producers are carefully protected in the
negotiation of each trade agreement. I assured the Congress when the Reciprocal
Trade Agreements Act was last extended in 1945 that domestic producers would
be safeguarded in the process of expanding trade. That commitment has been
kept. It will continue to be kept. The practice will be continued of holding
extensive public hearings to obtain the view of all interested persons before
negotiations are even begun. The practice will be continued whereby each
agreement before its conclusion will be carefully studied with the Departments
of State, Treasury, Agriculture, Commerce, and Labor, the National Military
Establishment and the Tariff Commission.

Finally, each agreement will continue to include a clause which will permit
withdrawal or modification of concessions if, as a result of unforeseen develop-
ments and of the concessions, imports increase to such an extent as to cause or
threaten serious injury to domestic producers.

In connection with the hearings on the extension of the Reciprocal
Trade Agreements in 1945, Mr. Clayton testified; reading from page
7 of the report:

A rumor has freely circulated that certain American industries have been
singled out as inefficient industries and that if the additional authority provided
for in the bill is granted the State Department will use such authority to trade
off these inefficient industries for other industries which can compete in the
world market. Nothing could be further from the truth than this. The State
Department has never construed the trade Agreements Act as a license to remake
the industrial or agricultural pattern of America. The record of 11 years of
administration of the act should prove that. If, however, there is any doubt in
anyone's mind regarding the use of the act to seriously injure American industry,
this doubt should be completely dispelled by the letter of May 25 from President
Truman to the Honorable Sam Rayburn. The short letter reads as follows:

"My dear Mr. Speaker: Supplementing our conversation yesterday, I wish to
repeat that I regard the pending measure for the renewal and strengthening
of the Trade Agreements Act as of the first order of importance for the success
of my administration. I assume there is no doubt that the act will be renewed.
The real question is whether the renewal is to be in such form as to make the
act effective. For that purpose, the enlargement of authority provided by sec-
tion 2 of the pending bill is essential. I have had drawn to my attention state-
ments to the effect that this increased authoriy might be used in such a way
as to endanger or trade out segments of the American industry, American agri-
culture, or American labor. No such action was taken under President Roosevelt
and Cordell Hull, and no such action will take place under my Presidency."

"Sincerely yours,
"HARRY S. TRUMAN."

As I said before, I put that in the record to show that the administra-
tion has subscribed to the no injury ideas, and since that is the case,
personally I can see no reason why it should not be embodied in law.

I thank you very much, Mr. Mollin.
Mr. MOLLIN. Thank you.
The CHAIRNIAN. Mr. Strackbein is the next witness.
Mr. Strackbein; I am very sorry I have to go up to attend a debate

in which I am involved and I cannot stay to hear you, but I will read
what you have to say in the record.
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STATEMENT OF 0. R. STRACKBEIN, EXECUTIVE SECRETARY,
AMERICA'S WAGE EARNERS' PROTECTIVE CONFERENCE

Mr. SrRACKBEIN. Thank you very much.
My name is 0. R. Strackbein. I am executive secretary of the

American Wage Earners' Protective Conference. This organization
is composed of national and international unions affiliated with the
American Federation of Labor. It was intended that Mr. Matthew
Woll would appear on this occasion, but because of previous commit-
ments he has been unable to come and has asked me to make a state-
ment.

Senator BUnER. (presiding.) That will be very satisfactory, sir.
Mr. STRACKBEIN. Thank you. I think first, before proceeding with

that statement, I would like to read a resolution adopted by the Execu-
tive Council of the American Federation of Labor in 1938, if that is
agreeable.

Senator BUTLER. That is all right. You may proceed.
Mr. STRACKBEIN (reading):
Whereas the provisions of reciprocal trade treaties negotiated by the State

Department with foreign nations affect very vitally both economic conditions of
American workers and unemployment, and there are many organizations repre-
senting thousands of workers affiliated with the American Federation of Labor
which are seriously affected by these trade treaties, and for that reason are deeply
interested in their provisions; and

Whereas the economic and industrial interests of these workers demand
that the American Federation of Labor exercise all efforts possible to prevent
the importation of goods from foreign countries under the provisions of reciprocal
trade treaties where lower wages, longer hours, and lower standards prevail
than exist in the competing industries within the United States: Therefore be it

Resolred, That the Executive Council of the American Federation of Labor
express itself on the opposition to reciprocal trade treaties which discriminate
against American workers. We are opposed to reciprocal trade treaty pro-
visions which provide for importation of goods and merchandise which, because
of low labor costs abroad, are sold at a lower price than the same goods and
merchandise produced by workers in the United States, where wages and con-
ditions of labor are established on a higher standard than those which prevail
abroad; and be it further

Resolved, 'Vhat a committee representing the American Federation of Labor
be accorded the privilege of presenting labor's point of view relating to the provi-
sions of reciprocal trade agreements affecting labor before said agreements are
negotiated.

That resolution, which was an official act of the Executive Council
of the American Federation of Labor, was reaffirmed in their meeting
in Milwaukee the past month. I want to make it clear I am not
speaking for the American Federation of Labor as a whole. I am
speaking for America's Wage Earners' Protective Conference which
is composed of national and international unions affiliated with the
American Federation of Labor.

Senator MARTIN. What are those particular organizations that you
represent?

Mr. STRACKBEIN. There are about a dozen organizations. Those that
are most directly concerned are the American Flint Glass Workers
Union; the Glass Bottle Blowers Association; the Window Glass Cut-
ters League; the National Brotherhood of Operative Potters; the
International Union of Photoengravers; the National Brotherhood of
Painters, Decorators; the International Brotherhood of Operating

76984-48----25
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Engineers. There are four or five more, the United Wallpaper Crafts,
and several others.

The membership of these organizations runs well over 500,000.
There are other unions which cooperate in this conference. One of
them is the Boot and Shoe Workers International Union.

Senator MARTIN. Are there any unions that are in opposition to
the view which you are expressing?

Mr. STRACKBEIN. There are unions in the American Federation of
Labor which have appeared from time to time in support of the Re-
ciprocal Trade Agreements. One of them is the Brotherhood of Rail-
way Clerks. I might point out that the president of the American
Federation of Labor has in the past always at times appeared in favor
of this program. However, this year, although he was invited to
appear before the House Ways and Means Committee, the subcom-
mittee which held hearings a few weeks ago, he did not appear, and
he did not have a representative come before that body to appear. So
far as I know, he has not appeared in the present hearings before the
Finance Committee of the Senate.

This is the fifth hearing held by the Finance Committee of the Sen-
ate on the extension of the Trade Agreements Program. The House
Ways and Means Committee has held an equal number of hearings
since 1934 on the same subject. A large mass of facts and allegations
has been presented during these successive hearings. Many claims and
counterclaims have been made and it may be assumed that this com-
mittee is quite familiar with them. It should therefore not be neces-
sary to review them at this time.

It should be sufficient to quote from the report made by the Tariff
Commission in April 1948. On page 78 of volume I it says:

As a matter of fact, conditions during the latter half of the 1930 decade
were far from normal; many and profound economic changes were taking place
both in this country and abroad, and these changes taken together, had greater
effects on our foreign trade than the duty reductions and other trade-agreement
concessions.

The changes in general conditions during the latter half of the prewar decade
included among others (1) the large measure of industrial recovery between
1934 and 1937; (2) the business recession in 1938; (3) the partial recovery in
1939; (4) the beginning of military preparations in various countries,- notably
in Germany, Italy, and Japan, some time before the outbreak of the war in
Europe; (5) the use (especially by Germany) of various exchange devices and
of bilateral trading arrangements; (6) the droughts in the United States in
1934 and 1936; and (7) the generally unsettled political, economic, and financial
conditions in the various foreign countries, and the resulting flight of capital
(mostly in the form of gold) to the United States.

The report simply lists seven conditions that have affected and greatly
disturbed trading during the decade of 1930, the latter part of the
decade.

This is an unusually fine summary and the Tariff Commission is to
be commended for making it. The next paragraph of the report is
particularly noteworthy for its honest objectivity. It says:

It is impossible to distinguish statistically between changes in trade resulting
from concessions in trade agreements and changes resulting from other causes
such as those mentioned above. It may be assumed, however, that tariff reduc-
tions as broad in scope and as deep as those made by the United States In the
years 1935 and 1936 must have operated to cause United States imports in the
years 1937-38 to be appreciably larger than they otherwise would' have
been * * *.
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This is certainly a fair assumption and it may be assumed further
that the equally deep reductions made subseqLently at Geneva in
October 1947 will lead to yet greater imports. it is not clear how we
will export more to other nations under multilateral agreements
whereby other countries reduce their duties as much to each other as
they do to us. No one nation thus gains an exclusive advantage.

However, what is heartening in the report of the Tariff Commission
is that it differs so completely in spirit and intent from the many
broad and unsubstantiated claims made by the State Department in
the past in support of the Trade Agreements Program.

This difference is so marked that it bears some attention. It goes
to the very heart of the merits of different methods of tariff-making
and administration. The Tariff Commission is an independent bi-
partisan agency while the State Department is an executive depart-
ment that carries out the policies of the political party in power.
Such a department is under constant temptation to justify and sup-
port the party that gives it direction. A bipartisan commission is
relatively free from such temptation and may therefore be expected
to present facts rather than unsubstantiated claims in appraising the
results of its operations.

The relevance of this distinction to the bill before this committee is
obvious.

The idea of setting up a bipartisan tariff agency arose in the past
from the desire to remove tariff-making from partisan politics.

When committees are set up, composed of representatives of the
executive branch who greatly outnumber the Tariff Commission's
representation, the benefits of the Commission's bipartianship are
thrown to the winds. Partisanship inevitably carries the day. In
time the representatives of the bipartisan body will yield out of
sheer hopelessness and weariness of being ignored or overruled.

It is not an accident that there have been numerous complaints
against the virtual meaninglessness o fthe hearings held before the
Committee on Reciprocity Information, on which the Tariff Com-
mission has only one representative. This is a committee staffed pre-
dominantly by representatives of the executive departments.

However, this is not all. Interposed between this committee and
the final results are two more layers of executive representation. One
is the Interdepartmental Trade Agreements Committee. Nothing
here said is to be taken as implying that the personnel of this com-
mittee is incompetent in its accustomed field. The purpose is to point
out that the committee is beholden to the executive departments and
is therefore not nonpartisan. The next layer consists of the State
Department negotiators.

To whom would these negotiators be expected to look for guid-
ance? To the shattered and greatly outnumbered representatives
of the bipartisan tariff commission or to the dominant elements that
represent the executive departments? What then becomes of the
expertness in tariff matters which we would expect to find among
fhose who modify and adjust our tariff? This expertness and im-
partiality resides in the personnel of the Tariff Commission.

Certainly a group, the negotiators, that is twice removed from
the source of impartiality and expertness cannot be expected to absorb
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much of either expertness or impartiality though so thin a line of
communication.

It is for this reason that we advocate vesting in the Tariff Com-
mission the authority to determine the limits within which tariff
adjustments may be made. We believe that experts in tariff matters
should not only find and assemble the facts but should draw conclu-
sions from them. Executive departments may be sources of infor-
mation and these may be tapped profitably. The conclusions of the
Tariff Commission may be transmitted in secret form to the State
Department. It would not then be necessary to reveal them to rep-
resentatives of foreign countries at any earlier stage than they have
been revealed in the past. The negotiators of the State Department
would therefore not be handicapped in their bargaining activities.

If the limits set by the Tariff Commission are made final we see
no need for referring agreements to the Congress for any form of
approval; and we think that the findings of the Commission should
be final.

This procedure would take the tariff out of international politics
as effectively as it would avoid the so-called congressional logrolling
of the past. We believe both to be equally repugnant to sound tariff
making. It is no remedy to go from one extreme to another. If we
are interested in taking the tariff out of politics we should adopt the
only method that is appropriate to the objective.

We believe that the tariff is a suitable instrument for reciprocal
trading. At the same time we know that our store of bargains is not
inexhaustible. The shelves are not replenished as they are in a mer-
cantile house. We have already traded away over half of our stock; in
fact, we have given away a good portion of it through the most-
favored-nation clause. The supporters of the trade-agreements pro-
gram in its present form constantly disavow free trade as their goal;
but three is no present indication that they have any inclination to stop
short of it. Yet the fact is thta after all their trading other countries
are creating barriers in more deadly forms than tariffs as fast as we
tear down our protection. For these new barriers there are always
good reasons; but why should we think that good reasons will not be
found in the future as readily as in the past? We are called upon to
lead the way endlessly by way of good example; but our inventory
of possible concessions is running low.

The barriers that other nations have erected since World War II
are condoned by those who look upon the tariff as an instrument of
foreign policy. When the same thing was done after the First World
War for very similar reasons the action was called retaliation. This
time we lowered our tariffs but got in effect the same results; but this
time we call the results another name.

While we believe that it is good policy to seek concessions from other
countries when we are in a position to grant them concessions, we deny
that the true purpose of a tariff lies in this direction. If the duties
are set at points where they provide the appropriate degree of pro-
tection there is no further room for bargaining until conditions change
so that further downward revision is justified. Such changes may
appear from time to time in this country and abroad. This would
be expected from the impact of technological progress and would pro-
vide occasion for bargaining. However, we cannot assume that in all
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these instances the advantages of increased productivity will be on our
side. Therefore we must contemplate the probability that some of
our rates might require upward adjustment no less than downward.
An agency that is free from partisan control is best suited to function
flexibly in both directions according to the facts.

Much has been made of a public opinion poll recently taken by the
Gallup enterprise. We do not question its essential accuracy. It is
quoted as revealing that eight out of ten people in this country are in
favor of the trade-agreements program. It is not so freely stated
that the poll revealed that two-thirds of those interviewed did not
know that we had such a program, or even new what it was. It
is then emphasized that the "informed opinion," i. e., one-third of those
polled, stands 80 percent or more in favor of the program. Presum-
ably "informed opinion" consists of having heard that something ex-
ists or merely knowing what it is.

Quite aside from the esteem in which such opinion may or may not
be held we believe it necessary to examine the genesis of this opinion.

Since most opinion is affected by or in great degree determined
by publicity, especially in those instances where the subject matter
is involved'and technical, such as the tariff, it may be enlightening
to inquire into the character of the publicity that has attended the
trade agreements program, especially on those occasions when re-
newal of the program has been under consideration.

It is worth noting that the newspapers have achieved a high degree
of unity on this one subject. In the debate on the Gearhart bill in
the House it was stated that-
newspaper after newspaper from New York to Texas and California to Georgia
is opposed to this bill * * *.

It was also said that not more than 1 columnist in 20 is against
the trade agreements program, leaving 19 out of 20 for it. It might
have been added that editorial writers and cartoonists also enlisted
in the cause of the program. The editorial writers argued most
vigorously if not always accurately in favor of its extension without
change. The cartoonists dusted off ancient ideas of impending skul-
duggery to scare the public.

Such singular unity of thought among such diverse elements where
disagreement is the rule rather than the exception, should have pro-
voked some questions. What is the cause of such unanimity among
those who are so expert at disagreeing on other subjects?

The fact is that the newspaper publishing industry in this instance
is the pleader of a special interest, no different from anyone else. True,
the industry has sent no one to testify before the committees of Con-
gress. That has been unnecessary. They have their daily forum
throughout the country.

An important element in the cost of publishing a newspaper lies
in the cost of newsprint. Pulpwood, wood pulp, and newsprint are
all on the free list. The State Department has bound all these items
on the free list.

There is an industry in the Southern States struggling to develop
newsprint from short-leaf pine of which there is a good supply. I
may say one of these plants is operating in Luftin, Tex., and the capac-
ity of that plant is now by way of being doubled, I understand. I
have checked this with the Department of Commerce. And that
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another plant of equal capacity is under construction in the Coosa
River area in Alabama, for making newsprint.

Senator MARTIN. May I ask a question, Mr. Chairman?
Senator BUTLER. Go ahead, Senator Martin.
Senator MARTIN. Is there sufficient pulpwood in America to pro-

duce the amount of newsprint that we require?
Mr. STRACKBEIN. There is a great supply of short-leaf pine, as you

know, in the Southern States. There has been some difficulty in the
past in adapting that pulpwood to newsprint and other qualities of
paper. The technological problems have been fairly well overcome,
and it is for that reason that the investments are now expanding in
that industry.

Senator MARTIN. Do you know when the tariff was taken off news-
print?

Mr. STRACKBEIN. I do not know just when that did happen.
Senator MARTIN. Mr. Chairman, I would like to state that I have

received this information, as a member of the Small Business Com-
mittee when we had the problem of newsprint for a lot of our small
journals, like labor weeklies, church papers, veterans and other or-
ganizational papers, that four-fifths of the newsprint now used in the
United States is imported.

Thirty years ago we produced four-fifths of it within this country.
The tariff was taken off, and of course it could be produced cheaper in
Canada, the Scandinavian countries.

Mr. STRACKBEIN. Finland and Sweden particularly.
Senator BUTLER. The price has about trebled, I think, in the last

few years.
Mr. STRACKBEIN. Yes.
Senator BUTLER. I might say, too, that the committees of Congresshave done their best to open up the pulpwood field in southeast

Alaska so far rather unsuccessfully.
Mr. TRACKBEIN. I looked up the imports in 1947 of standard news-

print paper and it amounted to $343,000,000. Pulpwood amounted to
$30,000,000. And wood pulp $256,000,000. There is over $600,000,000
of imports.

Senator MARIN. Mr. Chairman, it might be worth our considera-
tion, if in the next war an enemy country should occupy Canada, we
could not have a free press in America because we would not have
the newsprint from which to print our daily papers.

Mr. STRACKBEIN. This southern industry is an infant industry and it
might occur to some of the promoters that tariff protection would
be helpful. We do not say that this would or would not be justified.
We do not have the facts. We wish rather to point out that newspaper
publishers have been well protected under the trade agreements pro-
gram and have been provided with adequate grounds for further
gratitude.

In the second place it may be observed that newspapers are free
of foreign competition and therefore have nothing to fear from the
extremely low levels of wages prevailing in various foreign countries.

We do not blame the newspapers for taking the position they have.
Their position is a natural one. However, by the accident that their
interests coincide with the low-tariff policy of the State Department,
they become special pleaders against change without the disadvan-
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stage of having this fact generally known. In this light, the objectivity
of their pleading loses its force; as does also the unity of their front.
The newspaper campaign should therefore be weighed for what it is,
namely, the representations of one industry or one group among others
who are interested in this legislation, rather than as a spontaneous
outpouring of disinterested and objective thought.

Under the circumstances, it should not be surprising that the one-
third of our population. which knows what the trade agreements pro-
gram is, has been led by its reading of such unanimous newspaper
expression, to favor the program.

For reasons that are traceable to the same ambiguous position of
the newspapers it ;s safe to assume that the public does not know
that failure to extend this act would leave the existing agreements
still in effect. The impression has been created, wittingly or unwit-
tingly, that nonextension of the act in its present form would mean
reversion to tariff rates in existence before 1934 when the act was first
passed.

I may say a few weeks ago I appeared on a radio program in Colum-
bus, Ohio, the Town Meeting of the Air, and 1 made the point that
even if the present act should lapse, the trade agreements now in
existence would continue in effect until they are cancelled on 6-month
notice by one of the contracting parties. That was a complete surprise
to the people who heard it, and it was the one thing that was out-
standing in forming their opinion.

Senator BUTLER. That point has been developed quite thoroughly,
I think, by a number of witnesses, Mr. Strackbein.

Mr. STRACEBEIN. If the newspapers were disinterested observers,
they would let it be known that such is not the case, that is, that the
rates would revert back to 1934. They would let it be known that the
agreements now in effect and the duty rates that they carry will remain
in effect indefinitely or until such time as the individual contracting
parties give 6 months' notice of termination.

While the foregoing paragraphs are not addressed to the merits of
the Gearhart bill, they do go to the character of much of the opposition
to it.

Affirmatively, we support the Gearhart bill among other reasons be-
cause it limits the extension of the act to 1 year. For this limitation
we think there is full justification. For one thing, it will then make
it possible to determine more adequately the effects of the reductions
previously made. After 14 years it is time to take stock of the pro-
gram, especially since so great a part of the time has been abnormal.
It will be possible next year to consider its extension in the light of
the experience gained from the European recovery plan.

We support it also because it would vest in the Tariff Commission
the power to determine the limits within which modifications of
duty would be made. We think that these limits should be binding
upon the President. To provide otherwise would be to undo with one
hand what had been done with the other. We see no necessity for
congressional review if the power is lodged in the Tariff Commission
in final form. If the President were allowed to depart from the find-
ings of the Commission we would, however, wish to have the limited
power of congressional review as provided for in the Gearhart bill.
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One question that arises is what effect a 1-year limitation would have
upon our foreign relations, and especially upon the European countries
that participate in the Marshall plan. We think the effect would be
beneficial. There is nothing in the bill that implies desertion of the
principle of reciprocity. There is nothing in the bill that would
discourage the reduction of trade barriers among the European coun-
tries themselves. We already have trade agreements with the most
important of them. Those with which we have no agreements are
beneficiaries of our other agreements through operation of the most-
favored-nation clause. It is largely because the European nations
have not made such agreements among themselves to the extent that
they have with us that we have asked them through the Economic
Cooperation Act to enter into agreements among themselves.

Objections have been made that the Tariff Commission cannot act
as speedily as the State Department. This would be true only if the
State Department has not exercised the care that it repeatedly avows
that it has in preparing the ground for agreements. If that Depart-
ment has done what it alleges, if it has given close study to the material
prepared for it by the Tariff Commission and if it has analyzed with
care the material produced in the hearings held by the Committee on
Reciprocity Information, then there should be no retardation in the
process if the responsibility is shifted to the Tariff Commission. If,
on the other hand, the State Department has proceeded without ade-
quate information and has neglected the data presented to the Com-
mittee on Reciprocity Information, there would be and should be a
retardation.

Inasmuch as the United States has insisted upon self-help by the
European beneficiaries of the Marshall plan there is good reason for
placing the burden of proof on them. It should not devolve upon us
to lead the way in further reduction of trade barriers as an example,
especially since, with the exception of the customs agreement of the
benelux countries, they have not kept pace with us.

To make the position of this organization clear, we support the Gear-
hart bill, with the proviso that if the findings of the Tariff Commission
are made binding on the President we would drop the degree of con-
gressional review provided in that bill.

Quite aside from this bill, however, we suggest that a Congressional
Committee, with equal representation from both Houses, be set up to
study the whole tariff problem in the light of experience gained both
under the cost-of-production approach, which preceded the trade
agreements program, and under the latter program itself. We believe
that relative wage levels, both here and abroad, relative productivity
and technological trends should be given more attention than they
have hitherto received. These are the principle competitive factors
that determine the proper levels of duty. Detailed cost-of-production
studies are not necessary, but might be helpful in some instances.

We also believe that such a study of the tariff might be made to
determine the feasibility of granting lower duties to countries that
have the higher wage levels and higher standards of living, this giving
low-wage countries some encouragement to raise their own standard of
living. Since only one rate of duty on the same item is practical,
the principal part of such a study would be directed to a determination
of the extent to which nondiscriminatory rates could be devised to
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suit the different levels of competition. A study of imports, including
product description and unit values, in relation to countries of origin,
might suggest more refined item classifications than we now have.
This would permit the imposition of duties calculated to achieve the
purpose in view. We have in mind, particularly, value brackets and
similar devices that would encourage foreign producers to come into
the higher brackets that carry lower rates. Instead of their seeking
to sell at the lowest possible prices, derived from the lowest possible
wages, they would have an incentive to raise their wage levels.

We suggest that this approach might profitably be explored, with
the possibility that it might suggest an overhauling of our entire
tariff over a period of time.

In the meantime we believe that the Gearhart bill, with the alter-
native of substituting final Tariff Commission authority for the lim-
ited congressional review provided in it, represents a very marked im-
provement over the existing law.

Senator BUTLER. Any questions?
Senator MARTIN. Do you know of any lay-off of men employed in

any manufacturing concerns in America by reason of the importation
of goods from foreign countries?

Mr. STRACKBEIN. Offhand, I do not, Senator. I want to say with
that answer, in answer to the same question it was asked whether the
trade agreements program has injured anyone. I doubt if injury
can be shown up to this point.

However, I think that foresight is certainly one of the endowments
of man, that man has. It is one of the most valuable endowments
of the human species. We think it is incumbent to directors, the
managers, and advisers of industry, agriculture, and labor to exercise
their foresight.

Our impression is that the conditions under which the trade agree-
ments have operated have been abnormal, that the reductions made
last fall in Geneva were made at a time when the results therefrom
could not possibly have been felt immediately. We are operating on
the leeward side of the storm. We feel very strongly from past expe-
rience and from common sense that the time will come when great
injury will impend, and we would hope that this country would be
m a position in the handling of its tariff to meet those conditions when
they do arise.

We think that this bill trends in that direction.
Senator MARTIN. That is all.
Senator BUTLER. Thank you, Mr. Strackbein.
Mr. STRACKBEIN. Thank you.
Senator BUTLER. Dr. Coulter? Dr. Coulter, you may identify your-

self to the reporter and then proceed with your statement.

STATEMENT OF DR. JOHN LEE COULTER, CONSULTING ECONOMIST,
WASHINGTON, D. C., REPRESENTING THE NATIONAL RENDERERS
ASSOCIATION

Dr. COULTER. Mr. Chairman and members of the committee, pro-
fessionally I am listed as a consulting economist, with offices in the
Investment Building of this city. I have been asked particularly
today to speak in behalf of the National Renderers Association. I
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may say, however, that since appearing briefly before the subcommit-
tee of the Ways and Means Committee of the House, a copy of my
brief got into fairly widespread circulation, as a result of which,
when an announcement was made that this committee would have
open hearings, I have had long-distance telephone calls, telegrams,
and letters from a considerable number of other parties than the
National Renderers Association asking me to speak in their behalf,
stating that they had studied the testimony which I gave before the
House committee, that they were in hearty agreement therewith, and
that they would like to have me speak for them.

Among those from whom I have heard during the last day or two,
since my name appeared in this connection, are Mr. J. E. McDonald,
the commissioner of agriculture of the State of Texas, and Mr. Nathan
Mayo, commissioner of agriculture for the State of Florida. Inci-
dentally, Mr. Mayo's representative is here in the room, but he in-
sisted that'I must speak for the State of Florida group. Others are
Mr. Tom Linder, of Atlanta, Ga., for the State of Georgia; Mr. L. M.
Walker, Jr., commissioner of agriculture for the State of Virginia;
Mr. J. B. McLaughlin, commissioner of agriculture for the State of
'West Virginia; the State commissioner of agriculture of my home
State, Minnesota, Mr. R. A. Trovatten; and also the State commis-
sioner of agriculture of North Dakota, Mr. Math Dahl. Perhaps his
interest is due to the fact that for about 10 years I served as president
of the State agricultural college of that State, and therefore they
knew of my activities.

This short statement which I have was prepared more directly at
the request of the National Renderers Association. I think it would
be best for me to read it. It is very brief, 10 or 12 minutes. That
would give a basis for questions or further discussion.

Senator BUTLER. All right, Doctor.
Dr. COULTER. First. What constitutes the National Renderers As-

sociation?
Briefly, this association has a membership of about 250 owners

and/or operators of rendering establishments engaged primarily in
the production of inedible tallow and grease as a joint product or by-
product of the livestock industry, together with such other products
as animal protein feeds, hides and skins, and various other byproducts.
Aside from livestock packing establishments which are not members
of this association there are some 400 commercial rendering plants
in the United States extending from Maine to Washington and from
Florida to California. Needless to say, there are plants in every
State of the Union wherever livestock are produced, processed, dis-
tributed, or consumed.

Second. That the industry is one of tremendous size is indicated
by the fact that production during the current fiscal year is estimated
at almost 2 billion pounds of inedible tallow and grease which at 25
cents per pound-the normal market price for these two commodities
during 1947-would represent a gross value of about half a billion
dollars. While the industry as a whole is "big business," it is made
up of hundreds of relatively small, scattered companies and plants.
Butter, a major dairy product, and lard, a byproduct of the pork-
producing branch of agriculture, are the other two major animal fats
or oils.
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Other branches of agriculture outside the livestock industry are
equally concerned with the extension of the Trade Agreements Act;
growers of flaxseed depend upon oil as the principal source of income;
producers of soybeans likewise depend upon soybean oil as the princi-
pal source of revenue. Peanut growers are tremendously interested
in the production of peanut oil; production of cottonseed oil is of
paramount importance to producers of cotton; corn oil and other fats
and oils produced in connection with agriculture are large sources of
agricultural income. Those are all domestic.

On the other side of the picture there are (1) vast foreign producing
areas of marine fats and oils such as whale oil, fish oil, and so forth,
and (2) vast tropical areas where production of food, drying, soap,
and other industrial fats and oils are equal to or exceed production
in the United States.

There is a tremendous amount of interchangeability among various
domestic and foreign fats and oils and their products, with the result
that all of these products are highly competitive, both in the American
market and in the world market. International trade in fats and oils
and their derivatives is of very great importance.

Third. H. 1R. 6556 provides for an extension of section 350 of the
Tariff Act of 1930 which grants authority to the President to negotiate
trade agreements dealing with tariffs, excise taxes, and other regula-
tions which have been" instituted by the United States and foreign
nations for the purpose of supervising or regulating trade between
countries. As a result of this extension of authority, the President
is granted almost life and death powers to regulate or control this
major branch of agriculture together with all industrial organizations
engaged in the processing of these raw materials. It has well been
said that this is truly a billion-dollar industry which, under authority
granted by this act, can be encouraged or literally destroyed by actions
which may be taken by the Chief Executive for political or other inter-
national purposes.

Fourth. It is generally assumed by the public press, columnists, and
radio commentators, if not by the general public, that this Trade
Agreements Act deals only with tariff rates and excise taxes, and
that trade agreements negotiated merely change rates of duty on
imports after months of detailed investigation and other months of
cautious negotiations with foreign countries. In fact, however, trade
agreements already entered into have assumed jurisdiction over inter-
national exchange and the regulations of exchange ratios and other
exchange controls by this country and foreign nations. They also
have dealt with the description or classification of commodities, thus
being in position to shift individual interchangeable products from
one class or category to another. They have assumed jurisdiction
over the whole question of quantitative control measures such as the
application of quotas, licenses, permits, and other measures taken
by different countries for the regulation of trade. More recently in
trade agreements negotiated at Geneva the scope of the general terms
has been so extended as to cover a very large part of the rules and regu-
lations developed by the United States and other countries over many
years usually found in commercial treaties and having for their
purpose the supervision or regulation of international trade. In
fact, very considerable segments of the proposed Charter for the
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International Trade Organization have now been incorporated in the
general trade agreements entered into with many different countries.

As a result of the above procedure, the Congress first delegated to
the Chief Executive, within certain limits, control over tariff rates
and excise taxes "or other import restrictions." This has been ex-
tended to cover a tremendous field of other rules and regulations
governing foreign trade. Section 1 (c) of the bill to be extended
reads:

As used in this section, "duties and other import restrictions" includes (1)
rate and form of import duties and classification of articles and (2) limitations,
prohibitions, charges, and exactions other than duties imposed on importation
or imposed for the regulation of imports.

Now the Chief Executive has gone a further step in the direction
of transferring many responsibilities in this field over to the Eco-
nomic and Social Council of the United Nations through the forma-
tion of an International Trade Organization. Because of this rapid
widening of the field of control in the hands of the Chief Executive
and delegation of authority to international agencies, responsible only,
to the Chief Executive and the State Department, the groups which I
represent feel that the Congress, who represent most closely the
wishes of the people, must exercise its constitutional responsibilities in
any new extension of the act in question, and particularly as this
applies to all of the rules and regulations governing international
economic relations.

It is to be remembered that Congress has undoubted responsibility
for the passing of legislation pertaining to the welfare of agriculture
and other segments of the Nation. This includes the establishment and
maintenance of parity prices for the products of agriculture and many
other important economic problems. The constant tendency during
the 14 years since the original passage of the Trade Agreements Act,
has been for the State Department to assume responsibility for all
phases of domestic production, supervision, and regulation, insofar as
these can be influenced or controlled through the negotiation of trade
agreements with other countries or through the setting up of interna-
tional agencies for such control.

The group represented by the present witness, after several years of
study of this subject, is unanimously of the opinion that the Congress
should preserve the national sovereignty of the United States when it
comes to delegation of control over domestic economic activities by
international agencies and, further, that Congress must provide, with
the greatest possible care, all of the criteria or formulas necessary to
make sure that those in charge of trade-agreements activities shall not
invade the field of agricultural and general welfare within the United
States.

During the early years trade agreements were made absolutely
binding over a period of 3 years, with continuing application there-
after, and there was no opportunity for a court review or for other
relief from injury or threatened injury which might result from con-
cessions granted to foreign countries.

More recently the State Department has introduced what is com-
monly referred to as an escape clause, which would make it possible
to reexamine any concession granted to determine whether errors had
been made or whether changing conditions might justify modification.
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Our detailed study of this provision indicates that such an escape
clause is inadequate unless the original investigation and fact finding
has been comprehensive and unless more effective measures are pre-
scribed by Congress to assure domestic agriculture industry, and labor
against injury or threatened injury resulting from other control
measures included in trade agreements, entirely aside from changes in
tariff rates.

Senator BUTLER. Dr. Coulter, has there been any experience in con-
nection with the operation of these escape clauses?

Dr. COULTER. No. There are one or two minor applications. It has
just come into existence. It was not even known to exist as an incident
to the Mexican agreement. It is only since the Geneva agreement that
that has become a general thing.

There. has been no time for application except, I believe, that there
are now one or two minor applications before the Tariff Commission
for investigation.
. I am told, however, that there is a considerable number in process
of shaping up of requests for study by the Tariff Commission to deter-
mine whether threatened injury, even though actual injury has not yet
developed in a large way, is not already on the horizon.

I may say in that connection, however, that the thing that is most
worrying many domestic industries and branches of agriculture and
labor is the fact that the Geneva agreement general agreement clauses
prohibiting the use of quotas and many other phases going into the
whole realm of international exchange; more than that-money values,
and so forth, is disturbing in that it is removing from domestic juris-
diction any control over those matters.

Returning to the brief memorandum:
In the original program it was generally understood that negotia-

tions would be carried on only with the principal supplying foreign
country and concessions would be granted to that country in return
for equal concessions in the case of any competitive products. On that
basis it was believed to be reasonable to extend concessions granted
"to all other minor suppliers" without securing from them any equiva-
lent concession.

From year to year that rule has been gradually abandoned in so
many cases that it no longer seems to serve as a guide. During the
Geneva Conference more than 25 percent of all major concessions
granted, representing more than 25 percent in value of imports of
major commodities under consideration, were negotiated with coun-
tries which were not the principal foreign producers or suppliers and
yet the concessions granted were immediately generalized, that is,
extended to all other nations, including the largest suppliers who were
thereby put in position to benefit greatly, for themselves without
reciprocal benefits to us, from concessions granted to the smaller sup-
plier with whom we negotiated. The only exceptions were where
specific foreign discrimination is shown to exist against our export
trade.

Senator BUTLER. Dr. Coulter, is there any explanation or assump-
tion on the part of people generally as to why the negotiations were
made with the smaller suppliers, rather than with the principal sup-
pliers or producers?
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Dr. COULTER. Perhaps the principal suppliers were not inclined to
make any concessions to us that were of any significant value and yet
our Government was so determined to reduce the rates of duty, perhaps
the maximum, that they stuck these items on it at Geneva of minor
countries which had been brought in at their invitation to Geneva,
where negligible concessions could be demanded, and then under the
generalization clause, the concessions would be granted to all.

Senator BUTLER. In effect, that would be gaining your point by
subterfuge.

Dr. COULTER. By subterfuge; but I want to call your attention
to the fact that during the testimony before the Ways and Means
Subcommittee, Mr. Clayton, who is present and who I note by the
schedule is to appear after me, referring to my statement said that
actually, while there might be a number of cases where less than the
principal supplier was the principal negotiating country, that was
not a big factor and that in value of the commodities imported, the
figure was much smaller.

I will call your attention, therefore, to the fact that this is now an
absolute tabulation, the details of which I can furnish the committee
if they desire it. The only way it can be changed from more than
25 percent of all major concessions granted and more than 25 percent
of the imports of major commodities under consideration is because if
you include sugar from Cuba, which is a straight bilateral reciprocal
trade agreement, the reductions in which case are not generalized, that
is a true reciprocal trade agreement. When those are properly elimi-
nated and when we are considering that the concessions in the case of
whisky were originally made not to the principal supplier, the United
Kingdom, but in a trade agreement 3 years earlier with Canada after
the repeal-on the theory that we wanted to get in whisky indirectly
if we couldn't get it directly, and that lower tariffs might apply-
when those two adjustments were made, the actual figures which I
give you are tabulated from the records.

As a result of this policy all branches of American agriculture and
industry are rapidly being enmeshed in a network of agreements ad-
ministered by international agencies under control of the Executive
and State Department and beyond reach of domestic interest involved,
even though at the same time Congress is striving to provide other
forms of protection for domestic economic life, such as parity prices
for agriculture, minimum wages, social security, safety, antisweat-
shop, healthy environment, and so forth.

For that, Congress is being deprived of the right to advance our
own standards and maintain our own economic structure by the write-
in of rules and regulations governing international trade and trans-
ferring jurisdiction into the hands of foreign groups, making it im-
possible for us to proceed with our own domestic production and
programs.

For reasons already briefly noted, the members of the industry which
the present witness represents look with favor upon the bill passed by
the House of Representatives extending the trade agreements for a
period not beyond June 30, 1949, the reason for that being that it
must tie in with our European recovery program, and it must tie in
with the Charter for the International Trade Organization.
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If this is lapped over 2 or 3 years beyond that, then you have a
fait accompli of a fraction of the program. The whole thing has to
be brought up next year when your European relief is extended or
changed. It has to be brought up next year anyhow when the charter
is brought into the picture because half or two-thirds of the charter
is already being incorporated in the trade agreements being
negotiated.

We very definitely feel that the Congress should designate the
Tariff Commission as the fact-finding body which shall follow the
rules and regulations already stipulated in the Tariff Act of 1930.
We have the machinery there to function fully.

We believe this would place at least a degree of confidence before
concessions are granted to other countries rather than depending upon
a search for emergency relief, through escape clauses, after injury has
occurred or is definitely threatened.

Finally, we believe that Congress should require all new trade agree-
ments negotiated as well as major revision of outstanding agreements
to be submitted to the Congress for inspection not only as to rate
changes but as to other general provisions before these agreements or
changes become effective through Presidential proclamation.

In other words, if there is no inspection by Congress, there is no
examination of all the other clauses and provisos brought into the
trade agreements. If this provision is omitted, then concessions should
not exceed those found to be reasonable by the Tariff Commission
unless the President attached a public statement indicating the reasons
for larger concessions.

If terms of proposed new agreements are not made subject to in-
spection by Congress, then all general regulations included should be
subject to suspension-escape-when the general Charter for the In-
ternational Trade Organization is acted upon by Congress unless
these are already contained in existing laws or in commercial treaties.

In other words, I am trying to get at there, in behalf of my indus-
try, the point that when these general provisions extend beyond exist-
ing laws, legislative authorizations, and when they extend beyond com-
mitments made in commercial treaties, then they are attempting legis-
lation by an executive agency, committing the Congress and the
country to something beyond their right and in some cases actually
repealing legislation now on the statute books and going contrary to
treaty agreements already in existence.

I tried to be very brief. There are many other points that I obviously
would be glad to develop if time permitted, in this same vein, if the
committee had the time.

Senator BUTLER. We appreciate your cooperation, Dr. Coulter.
Dr. COULTER. These are a few special points.
Senator BUTLER. Any questions, Senator George?
Senator GEORGE. I have none.
Senator MARTIN. I have none.
Senator BUTLER. Thank you very much for coming and giving us

your presentation, Doctor.
Dr. COULTER. Thank you, sir.
Senator BUTLER. Mr. John Breckinridge, please.
You may identify yourself to the reporter, and proceed.
We are going to have to go to the floor on account of a vote before

too long, and therefore we will have to rush a little bit.
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STATEMENT OF JOHN BRECKINRIDGE, WASHINGTON, D. C.

Mr. BRECKINRIDGE. Mr. Chairman, my name is John Breckinridge,
an attorney in the Munsey Building, here in Washington, D. C. I
am making this statement on behalf of the followin farm-producer
organizations: California Fruit Growers Exchange; Florida Growers
Association; Southeastern Pecan Growers Association; Calavo Grow-
ers of California; Mushroom Growers Cooperative Association of
Pennsylvania; Cultivated Mushroom Institute of America, Inc.;
Northwest Nut Growers; California Walnut Growers Association;
California Almond Growers Exchange; United States Hop Growers
Association; Cherry Growers, and Industries Foundation.

Most, if not all, of these groups have communicated to this commit-
tee a brief statement of their position and have urged the passage of
H. R. 6556 in substantially its present form.

Each would like to have had a representative appear before this
committee, but in view of the necessarily limited length of the hear-
ings, they have asked me to make a joint statement in their behalf
to present their views and to cover the agricultural foreign trade situa-
tion generally.

We have an extension of the trade agreements program, in modified
form, through June 30, 1949.

We favor the basic provision of H. R. 6556 which gives the Tariff
Commission authority to fix the maximum and minimum tariff rates
within which the President can negotiate and proclaim modified tariff
rates. However, the limits set by the Tariff Commission should be
binding on the President. If they are made binding on the President,
we do not believe there will be any need for a congressional veto.

This would do no more than write into legislation the very reason-
able suggestion made to the President, last year, by Senator Vanden-
berg and the chairman of this committee that the President, by Execu-
tive order, authorize the Tariff Commission to fix the "peril points"
beyond which tariffs should not be lowered or raised. The President
refused to adopt this suggestion and made it perfectly clear that the
administration will never adopt, of its own volition, any reasonable
standards for adjusting tariff rates.

If the limits set by the Tariff Commission are not made mandatory,
it would be a waste of time to set them. The record to date and testi-
mony before this committee makes it abundantly clear that the Presi-
dent would not pay the least attention to them if they were not made
binding.

We take this position not because we favor a continuation of Execu-
tive control over our national tariff policy, but because we believe that
it is a practical compromise and a step in the right direction pending
a thorough study and revision of our foreign trade and tariff policies
by the next Congress along with its consideration of the proposed
International Trade Organization charter which apparently will be
submitted to the Eighty-first Congress.

In saying we think it is a step in the right direction, we do not think
that we should go back necessarily to the old system, to the 1930 tariff
rates, or back to anything else. We think that the Congress should
take a new look at our whole tariff policy.

This question is debated entirely too much on the complete ex-
tremes. Anybody who suggests that the existing tariffs are not ex-



EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS 395

actly right to every dotting of every "i" and crossing of every "t" is
automatically assumed to oppose any imports Whatsoever, which is the
farthest thing in the world from being correct. Our tariff policies
need an over-all study and revision.

I would like to refer to what Congressman Javits said this morn-
ing. He opposed the present law because it would shift the emphasis
from foreign policy to domestic considerations. In our mind that
is the exact reason why you should have a change in policy.

The Constitution created our Federal Government on the basis of
certain distinct and separate powers for the Congress and the Execu-
tive. The Constitution left the formulation of foreign policy and
the conduct of foreign affairs to the Executive. However, the framers
specifically entrusted to the Congress the power to lay and collect im-
port duties-tariffs. The framers of the Constitution did not intend
that the tariff-making power be used as an instrument of foreign policy
or they would have entrusted it to the Executive. The Constitution
fixed our tariff policy as one of primary domestic concern to be exer-
cised or controlled exclusively by the Congress.

Let us examine just a little how that policy, how the power now
existing in the President is being used.

The President in his March 1, 1948, message to Congress asking for
a 3-year extension of the act in its present form said, "For 14 years
the Reciprocal Trade Agreements Act has been an essential element
of United States foreign policy." On the 24th of March 1948 Secre-
tary of State Marshall described the act as the "cornerstone of our
foreign economic policy," and said that, "through it we have exercised
a significant part of our leadership in world economic affairs."

Thus, it is now apparent that the tariff-making power will be ad-
ministered by the executive branch solely as an instrument of foreign
policy. The controlling considerations in fixing tariff rates will be
international and political rather than economic and domestic. The
interest of most American farmers and small businesses will be subor-
dinated to and sacrificed for the attainment of international and poli-
tical objectives of the State Department.

In our opinion the act has always been so used but only recently has
the executive branch admitted it. In 1934 and subsequently the act
was falsely sold to Congress and to the public as a good business deal
through the deceptive use of the word "reciprocal." It has repeatedly
been described as nothing more than a "Yankee horse-trading propo-
sition" to obtain benefits for American exporters without causing
injury to any domestic producer. We were told that tariff concessions
would be granted only in return for trade, and I emphasize trade, con-
cessions of equivalent value to American exporters. The American
public is still being told that, and still believe that for every tariff con-
cession we have given, there is presently in effect a "reciprocal" trade
concession from the other country involved. As the members of this
committee well know, nothing could be further from the truth.

To prove the lack of reciprocity or domestic, economic considera-
tions in the past administration of trade agreements we need only
refer to a recent letter from the State Department addressed to the
chairman of this committee concerning the trade agreement with
Mexico. In 1942 we negotiated an agreement with Mexico and each
country made a long list of tariff concessions. During 1947 Mexico

76984-48------26
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withdrew every concession made in that agreement--see attached let-
ter of February 24, 1948, from the State Department-but the State
Department has not reciprocally withdrawn the concessions made to
Mexico.

At this point I would like to request the introduction into the record
of a copy of a letter, my letter to Senator Millikin of February 24,
1948, enclosing a copy of a letter from the State Department addressed
to me, February 24, in which the State Department outlines the various
actions taken by Mexico in withdrawing step by step every concession
that was made to the United States.

Senator BUTLER. It will be inserted in the record.
(Te letter is as follows:)

POPE, BALLARD & LOOS,
Washington, D. C., February 24, 1948.

Re: Mexican trade agreement.
Hon. EUGENE D. MILLIKIN,

Chairman, Senate Finance Committee,
Senate Office Building, Washington D. C.

My DEAR SENATOR MILLIKIN: Many thanks for your letter of February 22,
1948. I, too, have requested a report from the State Department concerning
this matter of the Mexican trade agreement. I am enclosing the State Depart-
ment letter in response to my request, together with an enclosed table listing
"Measures taken by the Government of Mexico pursuant to provisions of the
trade agreement between the United States and Mexico which affects products
listed in schedule I." I am not enclosing copies of the press releases mentioned
because they are not necessary to an understanding of the enclosed material.
Nor am I enclosing a copy of the Statement by the American Republics Division
because it merely lists the withdrawal by Mexico of all concessions not listed
in the enclosed memorandum. If you are interested in the press releases, etc.,
not enclosed, I can get them for you.

I hope you will be able to study this letter and the attached memorandum
prepared by the State Department.

After such study it would be well to answer the following questions:
(1) Is there any concession left which Mexico made under the agreement?
(2) Is there any agreement left?
(3) Should not the President immediately terminate his proclamation of

December 28, 1942, and withdraw the American concessions made under the
1942 agreement?

(4) Should not any negotiation with Mexico be an entirely new agreement?
(5) Before any such negotiations, should not all persons interested in imports

from Mexico be given an opportunity to appear before the CRI and express there
views.

If the State Department does not adopt our view and terminate the concessions
made to Mexico under the terminated agreement, we are preparing a supple-
mental brief to submit at the public hearings before the CRI bn February 27
in which we are pointing out that the concessions on fluorspar made to Mexico
threaten very serious injury to domestic producers and our national security and
request that the concession be withdrawn under the "escape clause," article 11
of the agreement. In view of your past interest in the escape-clause idea, I
believe our brief will be of interest to you and we will forward you a copy as
soon as it is printed. I believe this will give us an excellent test case to determine
whether or not the State Department ever intended to really use the escape
clause or whether they merely intended it as a subterfuge and a propaganda
instrument to falsely allay the fears of American producers and Congressmen.

Very truly yours,
JOHN BRECKINRIDGE.

P. S.-Chairman Lynn R. Edminster just made his statement opening the
public hearings before the CRI. He made two significant statements:

1. "Discussion of United States tariffs and of imports into this country from
Mexico are outside the scope of the present hearings."

2. "The hearing today is to afford opportunity for interested persons to present
information * * * on any articles of actual or potential interest In the
export trade of the United States with Mexico."
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In view of the enclosed report from the State Department, is it appropriate,
under the Reciprocal Trade Agreements Act, to which the administration looks
for its authority to conduct these hearings and the proposed negotiations with
Mexico, to so exclude all American citizens interested in imports from Mexico
an opportunity to present their views? Is it appropriate even if these negotia-
tions be considered only as the revision of the 1942 agreement with Mexico?

J. B.

DEPARTMENT OF STATE,
Washington, February 24, 1948.

MR. JOHN BREcKINRIDGE,
Pope Ballard d Loos, Washington, D. C.

My DEAR Ma. BREcKINRIDGE: I have received your letter of February 20, 1948,
requesting detailed information with respect to action affecting products listed
in schedule I of the trade agreement in force between the United States and
Mexico which the Government of Mexico has taken pursuant to provisions of the
agreement.

Such measures are listed in the enclosed memorandum, and the data regard-
ing the scheduled products affected by them have been made as detailed and
comprehensive as the time limit mentioned in your letter will permit.

A decree published in May 1944 provided the Mexican Government with legisla-
tion pursuant to which it was intended to impose an import license requirement
on specified products. The measure is described on page 6 of the enclosed
memorandum. No press release on this subject was issued by the Department.
However, information concerning the various additions to and deletions from
the list of products subjected to the license requirement was published by the
Department of Commerce in Foreign Commerce Weekly as it was received.

On July 11, 1947, in the interest of checking the heavy drain on its foreign
exchange reserves caused by continued heavy imports, the Mexican Govern-
ment took action to suspend the importation of certain products regarded as
nonessential, and also to increase import duties on additional products. The
action with respect to the suspension of imports of products listed in schedule
I of the trade agreement was taken by the Government of Mexico after full
consultation with representatives of this Government pursuant to article X
of the agreement. I enclose a copy of a press release on this subject (No. 571,
July 11, 1947) which was issued jointly by the Departments of State and Com-
merce. A list of the scheduled products affected is given on pages 1 through
4 of the enclosed memorandum.

On November 13, 1947, the Mexican Government issued a decree, effective 30
days thereafter, increasing import duties on approximately 5,000 fractions of
its import tariff. No trade-agreements items were affected. I mention this action
with a view to giving you as complete an outline as possible of recent measures
affecting Mexican import duties.

In press release No. 968 of December 13, 1947, a copy of which is enclosed,
the Department announced that the United States Government had consented
to the immediate provisional conversion by Mexico of specific rates of duty on
products listed in schedule I to compound rates as levels eqivalent to those pre-
vailing in 1942, when the agreement was signed. This was a temporary measure
taken, for the reasons set forth in the press release, pending the more definitive
revision of schedule I, for which announcement of intention to negotiate was
issued on December 30, 1947 (press release No. 996, copy enclosed, together
with a copy of press release No. 68, January 29, 1948, announcing extension of the
period for presenting statements to the Committee for Reciprocity Information.)

The action to convert the specific rates of duty on scheduled products to com-
pound rates affected 132 tariff fractions listed in schedule I. These are given
on pages 2 through 12 of the enclosed statement prepared by the American
Republics Division of the Department of Commerce and issued on December 16,
1947. A penciled notation of the trade-agreement rates has been added.

By a decree published in the Diario Oficial of December 15, 1947, the Mexican
Government announced the conversion of the specific rates of duty on 12 frac-
tions included in schedule I to compound duties at levels higher than those pre-
vailing in 1942. That action, which followed consultation with representatives
of the United States Government, was taken pursuant to article XI of the
agreement. The products affected and the new rates of duty are shown on
pages 5 and 6 of the enclosed memorandum. This measure is referred to on
page 1 of the December 16 statement of the Department of Commerce.
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By another decree published on December 16, the Mexican Government added
three additional products to the list of items the importation of which had been
suspended by decree published July 11. This action, pursuant to article X of the
agreement, followed consultation between representatives of the two Govern-
ments. Please refer to page 5 of the enclosed memorandum.

It is hoped that the information given in this letter and the enclosures will
be useful to you in the preparation of your statement for the public hearings in
connection with the negotiations for the revision of schedule I of the trade
agreement with Mexico.

Sincerely yours,
DANI.L M. BRADDOCK,

Acting Adviser, Division of Commercial Policy
(For the Secretary of State).

Measures taken by the Government of Mexico pursuant to provisions of the
trade agreement between the United States and Mexico which affect products
listed in schedule I:

ARTICLE X. QUANTITATIVE RESTRICTIONS

I. Decree publishel in Diario Oficial of July 11, 1947, prohibited the importa-
tion of the following products listed in schedule I:

Trade.
Tariff fraction Brief description Unit agreement

rate

Pesos

1.20 19 ---------- Canned animal foodstuffs -- ------------------------------- L. K ... .. 70
2.1303 ---------- Fresh peaches ------------------------------------------------ G. K ..... 25
2.13.04 ---------- Fresh fruit -------------------------------------------------- 0. K .... .25
2.13.06 ---------- Fresh apples -------------------------------------- . K ..... 30
2.13.08 ---------- Fresh pears --------------------------------------- G. K ... .- 25
2.13.09 ---------- Fresh grapes -------------------------------------- G. K ... .- 25
2.13.13 ----------- Sliced dried fruits ------------------------------------------- 0 . K_._ .2D
2.13.15 --.-------- Prunes - .-- - - - - - - - - - - - . K ..... 40
2.13.17 ------------ Raisins - ------------ G. K ..... 50
2.13.24 ---------- Canned fruits --------------------------------- L. K .... 2.00
2 71.10 ---------- Furniture of wood, not upholstered --------------------- L. K ....- .9
2.71.11 ---------- Furniture of wood, upholstered-- L. K --- 1.20
2.71.20 ---------- Furniture of ordinary wood, not upholstered -------------- L. K ---- .50
2.71.21 ---------- Furniture of ordinary wood, upholstered -------------------- L. K ---- .75
3 34.70 ---------- Glass or crystal, to 300 kilograms 0. K .... .70
3.34.71 ---------- Glass or crystal, over 300 kilograms G. K ... 60
3.54.53 ---------- Refrigerators, up to 200 kilograms- L. K ----. 40
3.54.54 ----------- Refrigeratois. over 200 kilograms --------------------------- L. K .... .35
3.54.56 ----------- Furniture of iron or steel, up to 10 kilograms L. K .... .30
3.54.57 ........... Furniture of iron or steel, over 10 kilograms .................. L. K ..... 60
3.54 58 --------- Refrigerators using liquid or gaseous fuels, up to 200 kilograms- L. K ---- .40
3.54.59 ---------- Refrigerators, same, over 200 kilograms ------------------ L. K --- .35
4.17.10 ---------- Prepared cotton cloth --------------------------------------- L. K.... 1.70
4.13.10 ---------- Cotton velvet -----------------------------------------.- L. K ---- 4.90
4.18.11 -------------- do ----------------.-------------------------------- L. K ---- 6.00
4.50.02 ----------- Wool carpets ----------------------------------------------- Sq. M_- 6.30
4.50.11 ................. do ------------------------------------------- Sq. M-_ 11.20
4.57.01 ------------ Velvet. except silk ------------------------------------------- L. K .... 8.10
5.02.06 .---- ----- Cotton wearing apparel -.....................----------- L. K 14.70
5.02.90 -------------- do ------------------------------------------- L. K.... 9 30
5.02.92 --------------- do ---------------------------------------------------- L. K -._ 11.20
5.42.00 .-----. Wearing apparel of animal fiber, except silk -------------- L. K_._ 23 00
5.42.92 --.------ Wearing apparel of animal fiber, with embroidery .......... L. K. -_ 27.00
5.42.93 ---------- Wearing apparel of animal fiber, with silk embroidery --- L. K. --. 35.00
5.51.00 ........... Silk hosiery ----. . . ..--------------------------------------- Pr ..... 1.00
5.61.00 ----------- Hosiery of silk and other fibers ------------------------------ Pr --... 1.00
6.50.10 ---------- Cosmetics ------------------------------------------------- L. K 6.50
7.10.30 ---------- Wines, in wood or metal containers ------------------------- 0 . K ... . .30
7.10 31 ............ Wines, in earthenware, glass, etc ---------------------------- 0 . K... . .50
7.11.06 ---------- Rye and Bourbon whisky, in wood or metal containers ------ L. K. - 2.25
7.11.07 ------...... Rye and Bourbon whisky, in glass, etc .....................- L. K.... 2.50
7.11.08 ---------- Rye and Bourbon whisky, over 55 degrees, in metal or wood L. K.... 3.00

containers.
7.11 09 ---------- Rye and Bourbon whisky, over 55 degrees, in glass, etc ----- L. K 3.25
7.53.30 ---------- Advertisements, calendars, etc ------------------------------ L. K__._ 3.00
8.40.01 ---------- Radio receiving apparatus ---------------------------------- L. K __ 1.00
9.10.00 .......... Phonographic apparatus ---------------------------------- . K .- 1.00
9.10.01 ---------- Phonographic apparatus with radio ------------------------- L. K... 1.00

NOTE 1.-Eventual establishment of quotas was envisaged by the decree.
NOTE 2.-Tbe foregoing items will be subject to higher rates of dXlty than those specified in schedule I

when the prohibition is lifted. Information regarding the new rates (published in the Diario Oficial of
December 31, 1947) may be obtained at the Department of Commerce.
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Trade-
Tariff fraction Brief description Unit agreement

rate

Pesos
9. 2 .---------- Passenger automobiles, up to 4 cylinders ----------------- Each ---- 250. 00
9.52.01 ---------- Passenger automobiles, 4 to 6 cylinders, up to 6 passengers ---- Each ---- 700. 00
9.52.02 ------------ Passcng'r automobiles, 4 to 6 cylinders, capacity 6 to 9 ------ Each --- 700.00
9.52.03 ---------- Passenger automobiles, 6 to 8 cylinders --------------- ----- Each ___ 700 00
9.52.04 ---------- Passenger automobiles, 6 to 8 cylinders, capacity 6 to 9 ------- Each ---- 700. 00
9.52.05 ---------- Passenger automobiles, more than 8 cylinders ---------------- Each - 2, 000.00
9.52.06 ---------- Omnibusses ..................................... Each ---- 1,600 00
9.52.10 ---------- Trucks, up to 4 cylinders Each --- 100.00
9.52.11 ---------- Trucks, more than 4 cylinders ------------------------------ Each ---- 300.00
9.52.12 ---------- Trucks ------. . . . ..------------------------------------------ Each -- 300.00

II. Decree published in Diario Oficial of December 16, 1947, added the three
following schedule I items to the list of products the importation of which was
suspended by decree published July 11, 1947:

Trade-
Tariff fraction Brief description Unit agreement

rate

Pesos
2.43.0 ---------- Cigarettes --------------------------------------------------- L.K - 7.00
.52.31---------Automobile chassis ------------------------------------------ Each --- 100.0

9.56.35 -------- -Automobile wheels with tires ------------------------------- G.K . 1.0

ARTICLE XI. THE SAFEGUARDING CLAUSE

Decree published in Diario Oficial of December 15, 1947, converting the specific
rates of duty on the following products listed in schedule I to compound rates
at levels higher than the ad valorem equivalents of the rates in effect when the
agreement was signed on December 23, 1942:

Trade-

Tariff fraction Brief description Unit agree- New rate specific
ment and ad salorem
rate

Pesos Pesos Percent
3.33.00 ---------- Faience ware 0. K ---- 0 so 0.30 30
3.92.00 ---------- Iron sanitary fixtures, over 5 kilograms --------- G. K ... .25 .20 25
3.92.03 --- - ------ Bathtubs, over 5 kilogram s ...... .- G . K --- .25 .20 25
3.92.10 ---------- Vitreous sanitary fixtures, over 5 kilograms ------- G K____ .20 .20 10
3.92.11 ---------- Water closets ----------------------------- G. K ---- .20 .15 15
6.61.21 ---------- Varnishes and paints, alcohol or ether base 0----- G. K ---- . 60 .60 15
6.61.28 ------------ Prepared varnishes and paints up to 5 kilograms- G. K .- .60 .60 15
6.61.29 ---------- Prepared varnishes and paints, over 5 kilograms- 0. K____ .40 .40 15
6.63.07 ---------- T ire repair kits ....... L . K --- 1.00 .50 60
8.61.20 ---------- Rubber belting, not endless --------------------- G. K .- .75 1.10 25
8.65.28 ---------- Made-up packing of rubber }-G. K ---- .40 .5 20
8.65.29 ---------- Made-up packing, not specified -------------- J---.20 3

OTHER ARTICLES

A decree dated April 14, 1944, and published in the Diario Oficial of May 12,
1944, provided that imports into Mexico would be subjected to a license require-
ment for the duration of the emergency period. Article 4 of the decree specified
that it would become effective upon publication of the first list of products to
be so restricted. That occurred in July 1944, when lard imports were placed
under control. Approximately 120 tariff fractions, including about 20 schedule I
products, were from time to time added to the list of products subject to the
license requirement by the publication of Treasury circulars.

The decree was regarded by the Mexican Government as an emergency
measure (article XVII) imposed to protect Mexico's essential interests, and
the United States was prepared to concede the emergency nature of the controls
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in certain instances (lard, during a period of short supply, for example). But
the emergency nature of the control in all cases was not accepted by the United
States, which reminded the Mexican Government of its obligation under article X
of the agreement not to impose quantitative restrictions on scheduled products,
except for reasons specified in the article.

By March, 1946, the Mexican Government had waived the license requirement
for all of the products listed in schedule I except lard and plywood. At present,
plywood (tariff fraction No. 2.50.10) is the only scheduled product which re-
mains subject to import license pursuant to the April 15, 1944 decree.

Mr. BRECKINRIDGE. In its letter of March 17, 1948, to Senator
Millikin attempting to explain its failure to reciprocally withdraw
our concessions to Mexico, the State Department said:

It would have added fuel to the flame of anti-United States feeling which
was already being fanned in Mexico, making much more difficult the achieve-
ment of United States objectives at Habana and Bogota.

I wonder what that has to do with reciprocal trade.
I would also like to have inserted the above-mentioned letter from

the State Department, together with a letter of mine dated April 6,
addressed to Senator Martin, commenting thereon.

Senator BUTLER. It will be included in the record.
(The letter is as follows:)

DEPARTMENT OF STATE,
Washington, March 17, 1948.

Hon. EUGENE D. MILLIKIN,
United States Senate.

My DEAR SENATOR MruLIKIN: I have received your letter of February 22, 1948,
with which you enclosed a copy of a communication from Mr. John Breckinridge,
of Pope, Ballard & Loos, Washington, D. C., representatives of the American
producers of fluorspar, relating to forthcoming negotiations with Mexico for
the revision of schedule I of the existing trade agreement with that country.
I may add that Mr. Breckinridge has provided the Department with a copy
of the letter on the same subject which he addressed to you on February 24.

In his letters, M:,'. Breckinridge referred to the brief and supplementary briefs
which his organization submitted to the Committee for Reciprocity Information
on behalf of United States producers of fluorspar for consideration in connection

with forthcoming negotiations with Mexico for a revision of schedule I of the
existing agreement. Schedule I relates to the customs treatment accorded United
States products upon importation into Mexico. He implied that his organization
would be denied the right to appear at the public hearings before the committee
in view of the fact that fluorspar is a product imported from Mexico rather than a
product exported to Mexico, and hence not within the scope of the negotiations.
He did, however, appear on February 27.

Mr. Breckinridge has taken the position, in his letters and the briefs submitted
for the fluorspar producers, that the trade agreement with Mexico, signed Decem-
her 23, 1942, was in effect terminated by action taken by the Mexican Government
on December 20, 1947, and that this Government should, therefore, take immediate
steps to withdraw the concessions granted to Mexico in the agreement, including
those on fluorspar, which threaten serious injury to domestic producers.

I believe that it will be helpful to you, in your consideration of Mr. Breckin-
ridge's letters, to know the reasons underlying the action taken by the Mexican
Government as well as that taken by this Government which led to the announce-
ment of the forthcoming negotiations.

Several times during 1945 ,nd 194'i the Moxican Governmeit urged a revision
of the trade agreement which would involve thb• adjustment of the Mexican
specific duties in schedule I to restore their protective incidence (impaired by
price increases) to that in effect when the agreement was signed, and which would
also involve further tariff concessions by the United States. The Mexican Gov-
ernment hoped that such a revision would enable it to meet two acute domestic
problems, namely, an imbalance in its trade with the United States resulting in
the lowering of its foreign exchange reserves to admittedly inadequate levels, and
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strong pressure for increased protection of Mexican industries. This Government
indicated reluctance to undertake this kind of negotiation and the Mexican Gov-
ernment made no concrete proposals until the United States had become engrossed
in preparations for the Geneva negotiations and was not in a position to undertake
any others.

On Jbly 11, 1947, when its foreign exchange reserves had become dangerously
low, the Mexican Government suspended entirely the import of a large number of
products, including some products in schedule I of the agreement. This action was
permissible, in view of the exchange situation, under article X of the agreement.

On November 13, 1947, as part of its program to remedy the situation, the
Mexican Government decreed a general increase in all import duties not covered
by the trade agreement to compound duties, i. e., a combination of a specific and
an ad valorem duty, which would bring the element of protection to the level
existing in 1942 or higher. The decree became effective on December 13. Approx-
imately 5,000 fractions of the Mexican tariff were involved. That measure had
the effect of increasing the already strong pressure for similar action with respect
to products included in schedule I of the trade agreement.

The Mexican Government also invoked the escape clause of the agreement
(article XI), and on December 15, 1947, after consultation with representatives
of this Government, converted the specific rates on 12 fractions included in
schedule I to compound duties designed to accord a greater element of protection
than that accorded by the specific rates shown in the schedule when the agreement
first went into effect. The rates finally announced were, it should be noted, sub-
stantially less than those desired by the Mexican Government.

During this time pressure in Mexico for a full revision of the trade agreement
increased. Mass meetings were held in Mexico City denouncing the agreement
as an instrument by which the United States was oppressing Mexico. It became
apparent that Mexico would take unilateral action to increase its duties on
schedule I items, leaving the United States no alternative but to denounce the
agreement.

It was the view of this Government that any such result would have been most
unfortunate for the United States. It would have lost for the United States the
opportunity to check the amount by which the Mexicans would increase the rates
on schedule I items and to obtain compensation for such increases by further
bargaining. It would have involved the increase of United States tariff rates on
schedule II items, thus adding significantly to Mexico's admittedly acute foreign
exchange shortage. It would have added fuel to the flame of anti-United States
feeling which was already being fanned in Mexico, making much more difficult the
achievement of United States objectives at Habana and Bogota. For these
reasons, the United States finally consented to the provisional conversion of the
specific rates of duty on remaining schedule I items to compound duties which
would provide protection approximately equivalent to that provided by the duties
in the schedule when the agreement was put into effect. In return, Mexico agreed
to a satisfactory basis for negotiating a revision of schedule I.

I enclose a copy of the Department's press release No. 996 of December 30, 1947,
announcing the intention of this Government to negotiate, pursuant to the Trade
Agreements Act, the definitive revision of Schedule I. The reason why the negotia-
tion is limited to schedule I is that under the circumstances this Government did
not feel disposed to grant Mexico any further tariff concessions. This negotiation
is intended to restore the balance of schedule I by revision of the new rates on
schedule I items and obtaining of concessions on new items. The United States
is in no way precluded from denouncing the entire agreement or revising schedule
II by withdrawal of concessions should satisfactory adjustment of schedule I
prove impossible. If such revision becomes necessary, the customary procedure
of public hearing will be followed.

What I have said is not of course meant to imply that there would be no way
in which fluorspar producers or producers of other products in schedule II could
obtain relief in the event imports should, as a result of a concession, constitute a
real threat of serious injury to them. Article XI of the agreement can always be
invoked on the basis of proper facts.

I hope the foregoing comments will be helpful to you in your consideration of
the problem referred to by Mr. Breckinridge.

Sincerely yours,
CHARLES E. BOHLEN, Counselor

(For the Secretary of State).
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Re Reciprocal Trade Agreements Act and State Department deception thereunder

POPE BALLARD & Loos,
Washington, D. C., Apri 6, 1948.

Hon. EDWARD MARTIN,
Senate Finance Conmnittee, Senate Office Building,

Washington, D. C.
DEAR SENATOR MARTIN: You will recall that I have written you and other mem-

bers of the Senate Finance Committee under dates of February 19, 21, and 28,
1948, concerning the 1942 trade agreement with Mexico, Mexico's termination of
that agreement, the effect of such termination on American producers of fluorspar,
as well as upon other American producers, and, more generally, the State De-
partment policy of administering the Reciprocal Trade Agreements Act. With my
letter of February 19, I enclosed a copy of our brief presented to the Committee
for Reciprocity Information on behalf of American producers of fluorspar. These
letters, together with the fluorspar brief, all appear in the March 3, 1948, Con-
gressional Record at pages A1384, 2118, and 2119.

The flourspar brief together with these letters were forwarded to the State De-
partment by Senator Millikin with the request that the State Department report to
him concerning its views on the matter. The State Department made its report to
Senator Millikin in a letter dated March 17, 1948, signed by Mr. Charles E. Boh-
len, counselor of the State Department, a copy of which is enclosed. I believe the
State Department report is very significant and deserves the careful study of your
committee and of every Congressman in their consideration of the President's
request for a 3-year extension, as is, of the Reciprocal Trade Agreements Act
However, complete understanding of the implications contained in the State
Department report require a study of our fluorspar brief and my previous letters
referred to above. I should emphasize here that the specific effect on fluorspar is
relatively unimportant except as an example of the manner in which the State
Department has administered the act. The important point in this whole matter
is the principle involved and the policy which the State Department is admittedly
following.

I believe you, and everyone, will agree that Congress originally intended, and
has always intended, the Reciprocal Trade Agreements Act to be a hard-boiled
instrument of Yankee horse trading under which the United States would grant
tariff concessions if, and only if, reciprocal tariff concessions or quota conces-
sions of equivalent value to exporters of the United States were granted and
kept in force by the foreign country party to any reciprocal trade agreement
negotiated by the State Department. Certainly that is what the American public
and Congress have been led to believe by the State Department. There is nothing
in the legislative history of the act or its repeated extensions or in, statements
made by the State Department that the act was intended as a political bargain-
ing instrument under which American tariffs could be cut for purely political
considerations, or that it was intended as a congressional authorization for a
unilateral tariff-cutting policy to be administered by the State Department.

You will recall that in my previous letters, referred to above, I pointed out
that the State Department was following a policy, in administering the act, of
unilateral tariff cutting. I endeavored to prove this statement with various ex-
amples and cited the State Department action in this Mexican case as final and
conclusive proof of my statement. Events subsequent to the writing of these
letters also seem to substantiate that contention. The State Department's ap-
parent determination to proceed with putting into effect the tariff concessions
tentatively made to Czechoslovakia in the Geneva agreement even after that
country has been taken over by Russia is an example.

I also stated in my letters that the State Department policy favored many of
our large mass-production industries at the expense of the American farmers and
American small-business men. I have subsequently written two letters to Senator
Hawkes of your committee relating facts which I believe substantiate this state
ment. These letters appear at pages A2180 and A2181 of the April 1, 1948. Con-
gressional Record.'

I have gone to some length in trying to substantiate the contention that the
State Department is using the Reciprocal Trade Agreements Act to implement a
policy of unilateral tariff cutting-a policy which was never contemplated or au-
thorized by Congress. The State Department, of course, has attempted in the
past to accomplish this policy by pacifying Congress and the public with state-
ments that the agreements are actually reciprocal in their operation and effect.
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Omly recently has the State Department been so bold as to attempt such a
negotiation as they are now conducting with Mexico or to publicly admit that the
agreements are not actually reciprocal and that their basic considerations in
negotiating an agreement with a foreign country are political rather than a
businesslike reciprocal reduction of tariffs.

I believe a careful study of the enclosed State Department report to Senator
Milhlkin proves all of the contentions I have made. You will notice that the
State Department does not deny any of these contentions, and that the con-
sideratious given as a basis for failure to reciprocally withdraw the American
tariff concessions made to Mexico in the now terminated 1942 agreement are
primarily political considerations which are not authorized or contemplated by
the Reciprocal Trade Agreements Act.

You will also note that the considerations cited by the State Department as
underlying the action taken by the Mexican Government in withdrawing the
concessions made to the United States in the 1942 agreement are all inconsistent
with the congressional policy and purpose of the Reciprocal Trade Agreements
Act. Yet the State Department admittedly has agreed in each case and authorized
Mexico to take such action.

Mexico has withdrawn all of the concessions made in the 1942 agreement and
has greatly increased all duties on items of import from the United States which
were not covered in tile 1943 agreement. Yet the concessions made to Mexico
in the 1942 agreement remain in effect. Certainly one cannot find anything
reciprocal in such an arrangement which was agreed to all along the line by the
State Department.

The State Department states that it hopes, in the current negotiations with
Mexico, to obtain some concessions from the new and greatly increased rates of
duty. Even if the State Department succeeds in accomplishing this desire, the
resulting level of duties will be in excess of those existing in 1942 prior to the
agreement, and there would still be no reciprocity involved in the trade relations
between the United States and Mexico and certainly not in the alleged trade
agreement. Certainly arrangements such as this and negotiations such as the
current negotiations with Mexico were never contemplated by Congress in pass-
ing or extending the Reciprocal Trade Agreements Act.

The State Department cites as considerations for its failure to withdraw con-
cessions made to Mexico the following:

"It was the view of this Government that any such result would have been
most unfortunate for the United States. It would have lost for the United States
the opportunity to check the amount by which the Mexicans would increase the
rates on schedule I items and to obtain compensation for such increases by
further bargaining. It would have involved the increase of United States tariff
rates on schedule II items thus adding significantly to Mexico's admittedly acute
foreign exchange shortage. It would have added fuel to the flame of anti-
United States feeling which was already being fanned in Mexico, making much
more difficult the achievement of United States objectives at Habana and Bogota.
For these reasons, the United States finally consented to the provisional con-
version of the specific rates of duty on remaining schedule I items to compound
duties which would provide protection approximately equivalent to that pro-
vided by the duties in the schedule when the agreement was put into effect."
(That is to duties which were in effect prior to the 1942 agreement.)

I believe that you will agree that none of these reasons cited by the State
Department involve reciprocal tariff concessions. Also, I believe you will agree
that none of the reasons cited are authorized under the Reciprocal Trade Agree-
ments Act as a basis for cutting United States tariffs or for leaving them at a
reduced level to which they were cut under a former trade agreement which has
been terminated by the foreign government involved. The reasons cited by
the State Department sum up to purely political considerations which result
in the unilateral reduction of United States tariffs for the purpose of furthering
the objectives which the State Department has been striving for at Habana
(the ITO Charter) and Bogota (perhaps a Latin- American recovery program).
Incidentally, none of the objectives which the State Department is so striving
for and for which they are using the Reciprocal Trade Agreements Act to help
accomplish, have been authorized by Congress. Certainly that is not reciprocal
trade bargaining.

The problem boils down to this. Did Congress contemplate and does the Re-
ciprocal Trade Agreements Act authorize the President to unilaterally reduce
American tariffs?
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The Reciprocal Trade Agreements Act involves a questionable surrender by
the legislative to the executive of its constitutional duty to fix American tariff
rates on imports. The delegation of that power to the President should be
strictly construed and carefully checked by the Congress to make certain that the
executive branch does not exceed its authority or use it in a manner other than
that intended by the Congress.

The considerations cited by the State Department in justification of the manner
in which it has administered the act may be entirely sound and such political
considerations may justify a national policy of unilaterally lowering tariffs.
For example, conditions of today may, if properly presented, justify the United
States in eliminating all tariffs on goods imported from Mexico and the in-
creasing by Mexico of all tariffs on imports into that country from the United
States. However, such a policy is not authorized by the Reciprocal Trade Agree-
ments Act.

If such a policy is justified, and I will not argue the point here, the reasons
and justification for such a policy should be presented to Congress for appropriate
action. If such a policy is justified, it must ba authorized and implemented by
some legislative act other than the Reciprocal Trade Agreements Act.

The President should not and the Congress should not permit him to unilater-
ally reduce tariffs under the authority of the Reciprocal Trade Agreements Act
which was intended only for businesslike "reciprocal" tariff reductions.

Sincerely yours,
JOHN BRECKINRIGE.

Mr. BRECKINRIDGE. Thus it is apparent that political and foreign
policy considerations will be paramount in our tariff agreement nego-
tiations with foreign countries. The framers of the Constitution
recognized that the tariff policy was one of primary concern to the
welfare of domestic producers and a balanced domestic economy. As
such they entrusted that power to Congress. They did not intend that
import duties should be juggled by the Executive for purposes of
political trading or for obtaining foreign agreement to policy ob-
jectives of the executive at Bogot4.

I do not believe that the framers of the Constitution ever intended
in setting or changing tariffs or other regulations of foreign trade,
particularly of tariffs, they intended the United States to have to
first go to a foreign country to confer with them as to whether
they should do it. If this Congress feels that due to changed con-
ditions such a policy is now justified, that is, of complete control
of the tariff policy by the State Department, by the Executive, to be
used as solely an instrument of foreign policy, then we think the Con-
stitution should be amended, and that the public should be told what is
happening, rather than letting the same thing be accomplished through
what they believe is purely business reciprocal trading.

The tariff-making power might properly be delegated to an inde-
pendent and impartial agency responsible to Congress, but we do not
believe that the Congress' abdication of that power to the Executive
where it has been used primarily as an instrument of foreign policy
has been either wise or proper. And we do not believe that Congress
has ever before been fully aware of how the Executive was using or
intends using that power-certainly, the general public has not.

It is only recently that the Administration has made it apparent
even to a few of us that their primary considerations in negotiating
ag'eements are international foreign policy objectives.

The granting to the Tariff Commission (a nonpartisan agency re-
sponsible to Congress) of authority to set the minimum rates below
which the Executive cannot lower a tariff rate will assure a reasonable
consideration of economic and domestic factors before any foreign
policy trading is done by the Executive.
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Aside from the wisdom or appropriateness of delegating such power
to the Executive, a study of its use during the past 14 years gives
ample cause for modifying it and safeguarding its use even for a 1-
year extension, pending a thorough study and revision by the Eighty-
first Congress. Whatever decision is made by that Congress, we believe
that it should define and fix a permanent tariff policy which domestic
interests as well as foreign interests can know and understand and
count on being permanent-not for just 2 years or 3 years or for the
duration of one administration.

We are particularly opposed to the present administration of the
tariff policy because the American farmers (with the possible excep-
tion of cotton and wheat farmers) have been and will be forced to
bear a disproportionate share of the injurious or potentially injurious
tariff cuts for the benefits of the big business firms engaged in mass
production with relatively low percentage of labor costs. These big
businesses hope to export a substantial portion of their production by
importing more of what the American farmer and small businessman
now produces.

What is the record concerning agricultural tariff cuts since 1934?
First let's see what promises were made to the farmer when the pro-

gram first was being sold to the public and Congress:
During the 1932 presidential campaign on October 25, at Baltimore,

the Democratic presidential candidate gave this assurance to the
American people:

Of course, it is absurd to talk of lowering tariff rates on farm products. I know
of no excessively high-tariff duties on farm products. I do not intend that such
duties shall be lowered. To do so would be inconsistent with my entire farm
program, and every farmer knows it and will not be deceived.

A few days after the enactment of the Foreign Trade Agreements
Act of 1934, the President on June 15, 1934, wrote the following letter
to the Honorable Frank Buck who was then a Congressman repre-
senting the Third District of California:

My DEAR CONGRESSMAN Bucx: I am somewhat surprised and a little amused
at the fears you say have been aroused in California by the enactment and the
possible administration of the Reciprocal Trade Agreement Act.

Certainly it is not the purpose of the administration to "sacrifice the farmers
and fruit growers of California in pursuit of the will-o'-the-wisp" as published
reports would make believe.

I trust that no Californian will have any further concern or fear that anything
damaging to the fruit growers of that State, or of any other State, will result
from this legislation.

Very sincerely yours,
FRANKLIN D. ROOSEVELT.

It reaffirms his assurance that no farmer was going to be hurt.
Since that time, foreign trade agreements, consummated with 41

countries (two agreements with several countries) have included major
tariff reductions on many hundreds of agricultural products, covering
more than four-fifths of all dutiable agricultural imports in 1939.

According to the recent Tariff Commission report entitled "Opera-
tion of the Trade Agreements Program" (April 1948), agreements
with 27 countries, prior to the 1947 Geneva agreement had reduced
the tariff rates on almost three-fourths of the dutiable agricultural
products. The value of these products having reduced rates accounted
for 73.2 percent of the total dutiable, agricultural imports during 1939.
The average tariff reduction on these commodities was 39 percent
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with many major items having been reduced the full 50 percent per-
mitted by the law prior to 1945.

Thus, in the face of the promise that "I do not intend that such
duties shall be lowered", 73 percent of them were lowered by an aver-
age of 39 percent during the years 1934 through 1945.

Congress, in 1945, gave the President authority to cut tariff rates
another 50 percent. During 1947 a tariff agreement was concluded at
Geneva, Switzerland, with 22 countries, utilizing the further 50 per-
cent authority.

In this Geneva tariff agreement many agricultural products already
cut by 50 percent were again cut 50 percent, making a total tariff
reduction of 75 percent on rates about which our late President said
"It is absurd to talk of lowering" and "I do not intend that such duties
shall be lowered."

In total, the Geneva agreement reduced the duties on hundreds of
agricultural products the second time and on hundreds of others for
the first time. These products cut during 1947 accounted for 42 per-
celnt of the total dutiable agricultural imports during 1939.

Combining the effects of the agricultural tariff cuts prior to 1947 and
those made at Geneva, the Tariff Commission report shows that 83.6
percent of all dutiable agricultural imports have been lowered, on an
average by 50 percent, with many having been lowered by 75 percent.

In the face of the promise that "I do not intend that such duties shall
be lowered", even more duties on agricultural products have been
lowered than on other classes of products. While 63.6 percent of the
agricultural duties have been lowered, only 80.5 percent of the non-
agricultural duties have been lowered.

From the foregoing analysis it is evident that almost all agricultural
commodities and products have been very drastically affected by the
tariff reductions made under the foreign trade agreements program.
Not a single tariff on any agricultural product has been increased,
although the Trade Agreement Act authorizes increases and, in many
cases agricultural producers have appropriately requested and fully
justified such increases. In addition to these reductions in duty a
substantial number of rates on agricultural commodities and products
have been bound (12.7 million dollars worth) which means that they
cannot be increased by the President or the Congress without resorting
to the drastic action of denouncing a foreign trade agreement or by the
.very questionable exercise of escape clauses which have been inserted
in the more recent agreements. Furthermore many agricultural items
that were on the free list of the 1930 tariff act have been frozen in that
status, prohibiting the imposition of a duty by Congress should that
become necessary.

At a hearing held by the House Committee on Agriculture during
the week of April 21, 1947, the Secretary of Agriculture was asked to
give a single example of a foreign trade a-reem-nt that had been to
the advantage of the American farmer. He said that he could not
think of any at that time. He was then asked if he would not look
into the matter and see if he could find one. He said he would and
would report to the committee the result of his search. As far as is
known he has never reported to that committee a single foreign-trade
agreement that can be proved to have resulted in any advantage to the
average American farmer.
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Some foreign duties have, of course, been reduced on American
agricultural exports. However, on some of them such as wheat, the
foreign demand is so great that foreign duties have no restrictive
effects upon them for the present. In most other cases foreign reduc-
tions in agricultural duties have been nullified by exchange controls,
quotas, embargoes and other unilateral administrative action. In
many cases, foreign countries have announced import embargoes or
quotas simultaneously with the announcement of reduced duties under
a trade agreement.

If further trade agreements should be negotiated with full authority
in the State Department or the State Department dominated Inter-
deparmental Trade Agreements Committee, the real burden of tariff
cuts will undoubtedly continue to fall on agricultural products and
the American farmer, with the major benefits going to the urban areas
and the producers of industrial manufactures and heavy machinery
and their financial backers. With the major authority in the State
Department, this would be a natural trend because most foreign coun-
tries have agricultural products that they wish to export to the United
States in payment for needed imports of our production of machinery,
industrial products, and implements of war.

For example, the most likely agreement to be concluded in the near
future would be with Italy, Turkey and Greece; perhaps Spain and
Portugal. These countries, primarily, have exportable surpluses above
minimum needs of agricultural products and their primary need is
for industrial products, production machinery and implements of war.
'lhat is aside from the wheat which we are giving them. They will
naturally demand American concessions on agricultural products in
return for concessions, if any of immediate effect, on what they need.
They will naturally resist any concessions on agricultural commodities
with the possible exception of grains and cotton. Any paper tariff
concessions on agricultural products would probably be promptly
nullified by import quotas or embargoes, or exchange or license controls
as has been the case with most other countries. Under these circum-
stances the interests of the farmer undoubtedly would be voted down
in the Interdepartmental Trade Agreement Committee.

While most of the facts have been kept secret, we are convinced from
close contact with the program and from informal discussions with
officials of the Department of Agriculture that the advice of the Depart-
ment of Agriculture is often disregarded by the State Department.
In one case several members of Congress were advised by a responsible
official of the Department of Agriculture that a particular tariff had
been cut at Geneva against the Department's strong opposition and
against a personal appeal of the Secretary of Agriculture not to cut
it. Department of Agriculture officials pointed out that this particu-
lar cut and consequent encouragement of imports, as in other cases
such as potatoes, was inconsistent with their efforts, under existing
law, to remove domestic surpluses by purchase or otherwise to support
agricultural prices. The failure of the Administration to produce
facts proving otherwise will surely convince this committee that the
interest of the American farmer and the advice of the Department
of Agriculture has been and will be similarly disregarded in many
other cases.
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During the same period in which 86.3 percent of the duties on agri-
cultural products have been reduced under the foreign trade agree-
ments program and additional imports thereof encouraged, the United
States Government has been carrying on numerous price support and
export subsidy programs for American agriculture.

The agricultural price support legislation recognizes three groups
of agricultural products. In the first category are those designated
as "basic commodities." The basic commodities are corn, wheat, cot-
ton, tobacco, rice, and peanuts for use as nuts, as distinguished from
oil, cake, or meal. For these, price stabilization is accomplished by
means of loans to producers by the Commodity Credit Corporation of
amounts equal to 90 percent of parity (921/2 percent in the case of
cotton). Prices for one or more of the basic commodities have been
supported at various levels by producer loans since 1933.

In the second, those which were included in the original legislation
by the Steagall amendment, popularly referred to since as the "Steagall
commodities." By virtue of the Steagall amendment of July 1, 1941,
as amended, the Secretary of Agriculture is required to provide price
support at a minimum of 90 percent of parity, or comparable price for
hogs, eggs, chickens (with certain exceptions) turkeys, milk and butter-
fat, dry peas of certain varieties, dry edible beans of certain varieties,
soybeans for oil, peanuts for oil, flaxseed for oil, American Egyptian
cotton, potatoes, and sweetpotatoes.

The third category includes some 140 agricultural commodities not
included in either of the other groups. Section 4 (b) of the act of
July 1, 1941, declares it to be the policy of the Congress that lending
and purchasing operations of the Department of Agriculture shall be
carried out so as to bring the price and income of the producers of
nonbasic, non-Steagall commodities to a fair parity relationship with
the basic and Steagall commodities, to the extent that funds for such
operations are available, after taking into account the operations with
respect to basic and Steagall commodities. Accordingly, price-support
programs have been undertaken for a number of commodities of the
third category. Specific instances may be mentioned as follows:
Wool, naval stores, American hemp, sugar beets, sugarcane, black-eyed
peas and beans, certain fruit for processing, walnuts, filberts, pecans,
certain vegetables for processing, barley, grain, grain sorghums, rye,
Sea Island cotton, certain vegetable seeds, winter cover crop seed, hay
and pasture seed, and milk.

The advancing trend of prices during the war and the war embargo
on imports were the only things that saved the Government from tre-
mendous losses under these price support and subsidy programs.
Even with large resulting profits in many of the programs there was a
total net loss for the years 1936 through 1947 of slightly below $2,000,-
000,000. With the downward price trend now beginning in many
agricultural commodities and the increased imports bound to come as a
result of unwise tariff cuts, the maintenance of price-support programs
may result in staggering losses. Price support and subsidy programs
after the period of intensive buying for export will unquestionably
result in heavy outlays of the taxpayers' money. This burden on the
taxpayers can only be increased by past and potential future tariff cuts
and encouraging added imports on top of existing surpluses with thq
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consequent disruption of orderly and stable marketing. Not only the
producers but every American taxpayer are being and will be injured.

Yet many of the commodities now or previously or likely to be subject
to price-support programs have had tariff cuts. These include wool
and wool products, wheat, rye, barley, oats, beans and peas, eggs,
potatoes, walnuts, filberts, pecans, soybeans, raisins, prunes and many
others. On the one hand, millions of dollars of the American tax-
payers' money are expended to remove crop surpluses from the domes-
tic market, and on the other hand the tariff is lowered to permit a
greater inflow of foreign surpluses into the already oversupplied
domestic market.

The conflict between price support and subsidy programs and the
trade agreement program of giving away the domestic market for agri-
cultural products is well illustrated by what happened, for example, in
the domestic walnut and pecan industry during the years preceding the
war. Surpluses, particularly of walnuts, became so heavy that the
marketing agreement and order programs were unable to cope with the
problem. Subsidies for the encouragement of exports were made to
walnut and pecan producers and additional subsidies were paid to
divert these products from the normal channels of trade to new uses.
Over $9,000,000 were expended in these programs during the years 1935
to 1941.

During those same years there were heavy imports of foreign wal-
nuts and other competitive tree nuts. The prewar (1935-39) imports
were nearly 60,000,000 pounds (shelled basis) of which over 13,000,000
pounds were the domestic type of nuts-walnuts, almonds, and filberts.

Thus while this country was importing domestic type tree nuts of
13,000,000 pounds each year, the Government subsidized the export
of an average of about 8,000,000 pounds in-shell each year and the
diversion of 14,000,000 pounds in-shell annually to byproducting.
On the shelled basis these quantities represented about 9,000,000
pounds annually, about 75 percent of the annual import of the domes-
tic-type nuts. In addition the domestic market was subjected to the
competitive pressure of large quantities of nondomestic type tree nuts,
principally Brazils and cashews.

A reasonable restriction on imports during this period would have
made unnecessary the expenditure of most, if not all, of these Govern-
ment funds to maintain the domestic industry. Instead of coordinat-
ing its program, the Administration actually sought to encourage
increased imports by making heavy reductions in most of the duties
on tree nuts, notably walnuts, cashews, Brazils, and filberts. Cer-
tainly there could have been no finding in such a situation that exist-
ing-tree nut duties of the United States unduly burdened the restricted
foreign trade. Yet that is the only legal grounds for the recent cuts
in the tree nut duties.

The Department of Agriculture just recently purchased 1.8 million
pounds of shelled walnuts and 783,510 pounds of shelled filberts for
the purpose of removing domestic surpluses and supporting the prices
of walnuts and filberts. Yet, since that purchase, over the objection of
the Department of Agriculture and repeated, urgent appeals on the
part of all but two of the West Coast Congressmen, the President on
May 4, 1948, proclaimed a 50 percent reduction in the shelled walnut
duty.
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Here, again, a little consistency and a reasonable restriction of tree
nut imports could have avoided the Government purchase of walnuts
and filberts with taxpayers' money.

In spite of all these undeniable facts and a great abundance of
testimony to the contrary before the Ways and Means Committee, the
then Assistant Secretary of Agriculture Charles F. Brannan testified
in favor of a 3-year extension without any amendments. Questioning,
however, indicated that he knew little about the details of effect or
operation of the program, nor did he have any suggestions as to what
agricultural tariffs might properly be further reduced. He stated
that a study of the program-
showed a consistent advantage to American agriculture-

and that commodities which received benefits were typically-
wheat and other grains, lard and pork products, citrus fruits and apples, fresh
vegetables, canned fruits and nuts.

The following day numerous telegrams to the Ways and Means
Committee were received by the Committee from fruit, canned fruit,
vegetable and tree nut producers in widely varying sections of the
country, protesting the Assistant Secretary's testimony and pointing
out that they had been injured rather than benefited by she trade
agreements program. The following telegram is quoted as an
example:

PORTLAND, OREG., May 7, 1048.

B. W. GEARHART,
Member of Congress, Washington, D. C.:

Am advised Assistant Secretary Brannan's testimony before Ways and Means
Committee claims trade agreements negotiated under Reciprocal Trade Agree-
ments Act have been beneficial to fruit industry and especially mentions apples
and fresh vegetables. Regret necessity of taking sharp issue with Mr. Brannan
as trade agreements to date have had little or no beneficial effects on fresh fruit
exports while permitting and encouraging imports of such highly competitive
fruits as apples and pears by reduction of our tariff without compensating recip-
rocal concessions on part of recipient countries notably Canada, Britain and
Argentina. Suggest you enter this protest in record of hearings before Ways
and Means Committee.

YAKIMA FRUIT GROWERs ASSOCIATION,
J. WALTER HEBFRT.

This telegram is of particular interest because its author, Mr. J.
Walter Hebert of the Yakima Fruit Growers Association, is primarily
interested in exports of apples and pears and formerly a stanch
proponent of the program. He is also a member of the Horticultural
Industry Advisory Council on Foreign Trade, appointed by the Secre-
tary of Agriculture. As such he was an unofficial adviser on horti-
cultural products at the Geneva trade agreement conference. Con-
cerning that experience, he wrote a letter to Senator Magnuson of
Washington, dated March 4, 1948. I would like to quote a part of that
letter:

The writer, as I know Senator Magnuson especially will recall, was present
at the Geneva Conference as an unofficial adviser without portfolio-represent-
ing the horticultural industry of the United States and there saw the law being
administered in the raw. As a strong supporter of the reciprocal trade agree-
ments program as conceived by Mr. Cordell Hull, he was grieviously disappointed
and disillusioned as a result of this first-hand observation of the negotiations of
trade agreements. I can truthfully and candidly now say that unless the set
Is satisfactorily amended along the lines Mr. Brown will have to present for your
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consideration, then it had better be scrapped. It is no good for agriculture or
horticulture, including not only cherries (a minor crop), but apples, pears, tree
nuts, citrus, dairy products, hops and many others, all of which will be behind
the amendments to the act.

The tobacco growers are another group that formerly supported the
program. The tobacco growers also have been forced to the conclusion
that the trade agreements, as administered by the State Department,
have been of no benefit to the tobacco industry. Mr. Hugh W. Taylor
of the Burley and Dark Leaf Tobacco Export Association, in testify-
ing before the Committee for Reciprocity Information, just last
January, said:

Mr. TAYLOR. We have discussed the matter with our producers and with our
exporters, and we feel-and we came to this conclusion very reluctantly because
the producers of burley tobacco, flue-cured tobacco, fire-cured, and dark air cured
as well as the exporters of those types and warehousemen who sell those types
have, as you gentlemen know, in the past supported the principle of reciprocal
trade agreements.

I would like to stress the word "reciprocal." However, we feel that if under
the provisions of the trade agreements we 'have slight protection, which the
present situation in Mexico indicates that we have under trade agreements, then
we feel and we have been reluctantly forced to the conclusion that it would be
better for us as a practical course if we had no trade agreements.

Mr. GAY. Mr. Taylor, referring again to your reluctant conclusion, do you feel
that none of the trade agreements which this country has entered into for the
past 12 or 14 years have been of value to the tobacco industry?

Mr. TAYLOL No, sir; I don't.

Chairman EDMINSTER. Mr. Taylor, you keep alluding to a preference for no
agreement at all with Mexico or with any other country, rather than to have
any agreement in which they raised their rates.

Now, do you really think that the tobacco growers of this country would be
better off if all such agreements were canceled, all concessions we now have
in trade agreements, therefore, were canceled?

Mr. TAYLOR. Yes, sir.

Thus, the producers of most of the farm commodities mentioned by
Assistant Secretary Brannan as beneficiaries of the program do not
seem to agree. Consequently we must conclude that he was not speak-
ing for the best interest of most American farmers. Considering
everything it seems apparent that his testimony was forced by an
administration hanging jealously to an unwise delegation of congres-
sional responsibility which has been misused to such an extent that its
former best friends no longer support it.

Mr. Albert S. Goss, master of the National Grange, a representative
spokesman for American agriculture, appeared at hearings befor" the
ways and Means Committee both last spring and on May 4, 1948, in
opposition to the trade agreements program.

Unfortunately Mr. Goss is now in Europe and cannot testify before
this committee. As an alternative his office has written a letter to
the chairman enclosing a copy of his statement before the Ways and
Means Committee. I would like to quote just a portion of that
statement:

Under our Constitution the responsibility for determining our tariff policies
rests with the Congress, but under the practice which has developed, the Congress
has practically abdicated, and reciprocal trade treaties are consummated on
terms differing widely from those established or intended by the Congress with
little or no regard for rising production costs or changing economic conditions.
When the decisions on tariff adjustments are determined by a department whose

76984-48- 27
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principal functions are primarily to promote foreign relations, it is inevitable
that domestic problems will not get the same consideration as would be given
either by the Congress or a Commission charged with carrying out a definite
tariff policy.

Now, the Congress is asked to continue the present "policy-less" program for
another 3 years. We are opposed to the proposal. We believe the time has
come to adopt a sound tariff policy and to take adequate steps to see that it
is administered as the Congress intends. We believe the Congress can adopt
such a sound proposal now as well as a year or 3 years from now. If, however,
this should prove impossible in the short time remaining, we would oppose
renewing the present law in its present form for even 1 year. In such circum-
stances we would recommend:

A. A provision that no reciprocal trade agreement should become effective
until it either had the approval of the (Cungress or had lain before the Congress
for 30, or 60 days when the congresss s was in session, and had not been dis-
approved in whole or in part by majority vote.

B. The renewal of the act, amended as suggested above, for not more than
1 year, to give time to develop a sound tariff policy.

We would prefer to see the act expire than to see it renewed in its present
form. In its present torm it has worked to the disadvantage of the farmer,
possibly because so many counties have little or nothing to export to us
except agricultural products. If we apply the 1945 reduced rates to the 1939
dutiable imports, our last prewar year, 65 percent of all the cuts figured on
value, were on farm products. The average reduction was about 45 percent-
almost as much as the permissible limit. The Geneva Conference has extended
these still further. We do not believe that Congress intended that the farmer
should bear such an undue share of the burden.

The National Council of Farmer Cooperatives also submitted a
letter to this committee opposing any extension of the act in its present
form and supporting H. R. 6556.

I would like to request that that letter be inserted in the record
at this point.

Senator BUTLER. Will you furnish it for the record?
Mr. BRECKINRIDGE. Yes, sir.
(The letter is as follows:)

NATIONAL COUNCIL OF FARMER COOPERATIVES,
Washington, D. C., Juumle 3, 1948.

Hon. EUGENE D. M ILLIKIN,

Chairman, Finance Committee,
United States Senate, Washington, D. C.

DEAR SENATOR MILLIKIN: With regard to the extension of authority to negotiate
trade treaties under the Reciprocal Trade Agreement Act, the National Council
of Farmer Cooperatives, in policy adopted by the delegate body, favors:

1. Limitation of the application of any reciprocal concession in tariff to the
particular nation or nations which have granted concessions in return.

2. To require analysis, review and approval of trade agreements with respect
to their effect on a domestic industry by the Tariff Commission before they are
put in effect.

3. To forbid inclusion in the negotiating or bargaining list of any agricultural
commodity, the actual or potential domestic production of which is certified by
the Secretary of Agriculture to be equal to domestic consumption requirements
or a substantial portion thereof.

4. Where the Secretary of Agriculture certifies that the actual or potential
domestic production of an agricultural commodity is equal to domestic consump-
tion requirements or a substantial portion thereof, or that it is necessary for
national defense, imports of such commodity shall be so limited as to not interfere
with domestic agricultural programs effecting a commodity, or in the absence
of such a program, with maintaining a position of economic equality with other
domestic industries.

In your deliberations and recommendations on Reciprocal Trade Treaty Act
extensions, we urge you to take these policies into consideration. The producers
of many of our specialized nonbasic, perishable agricultural products such as
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nuts, fruits and vegetables, have been adversely effected by competition of like
foreign products in domestic markets which have been subject to tariff reductions
negotiated under the Reciprocal Trade Act.

Appreciating the consideration which you have given to agricultural problems
in the past, I am

Sincerely yours,
JOHN H. DAVIS,

Executive Secretary.

Mr. BRECKINRIDGE. Mr. Clayton has read a letter to this committee
from the Acting Secretary of Agriculture to the effect that he does
not believe that the Tariff Commission will give adequate considera-
tion to the interests of agriculture in setting minimum tariff rates
if given that authority.

We call the committee's attention to the fact that the National
Grange, the national council of Farmer Cooperatives, the milk pro-
ducers, the wool producers, the likestock producers and the many
fruit, vegetable, and nut producers for whom I speak are all on record
with this committee to the effect that the Tariff Commission will more
adequately consider their interests and the recommendations of the
Department of Agriculture than has or will the Interdepartmental
Trade Agreements Committee.

I might point out that Dr. Coulter pointed out in his testimony
several State Commissioners of Agriculture and other groups who
take the same position.

We hope this committee and Congress will remember that the Sec-
retary is a member of the administration that is so desperately trying
to retain. its unbridled tariff authority.

Where doest he major agricultural support for the program come
from? From cotton and grain growers, the American Farm Federa-
tion and the Farmers Union.

However, I understand that there is substantial disagreement on
this subject within both the Farm Bureau Federation and the
Farmers Union.

Mr. Chairman. at this point I would like to insert in the record a
telegram from the Farmers Union of Oregon, setting forth the posi-
tion recently adopted officially by that group.

Senator BUTLER. It will be put in the record.
(The telegram is as follows:)

MAY 20, 1948.
Farmers union of Oregon favors H. R. 6556 revising and extending Trade Agree-

ments Act for I year. We oppose any extension without revision and disagree
with position of National Farmers Union as expressed before Ways and Means
Committee May 6. Unrestricted imports would be ruinous to Oregon agriculture.
Fair and reasonable import duties or quotas are essential for many of our
products to compete fairly in our own domestic markets. Oregon commodities
such as hops, walnuts, and wool have been arbitrarily sacrificed to foreign pro-
ducers and importers under present trade agreements statute without any
reciprocal benefits to Oregon agriculture. Present statute provides no protection
against ruination of a domestic industry through arbitrary and unsound State
Department decisions. The strongest factual representations as to necessity of
tariff protection are futile when presented to State Department. We endorse
principles and purposes of trade-agreement program but deplore procedures under
present statute. Provisions of H. R. 6556 for competent study of proposed
tariff concessions and impartial determination of their probable cost to our
domestic economy by tariff commission acting independently of State Department
and under standard fixed by Congress are essential for minimum protection of
agri-ultural industries. Farmers Union of Oregon strongly recommends that
you support and vote for this bill.
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Mr. BRECKINRIDGO. I would also like to insert in the record a copy
of press release issued by the California Farm Bureau Federation,
May 27, 1948.

Senator BUTLER. That will be put in the record.
(The release is as follows:)

The California Farm Bureau Federation, speaking for more than 50,000 farm
families, today requested the State's congressional delegation to support the
Gearhart bill which would limit the extension of the Reciprocal Trade Agreements
Act for 1 year.

Advocates of the foreign-trade measure seek a 3-year extension.
In his telegram to California Congressmen, Federation President Ray B.

Wiser said:
"Normally, California exports more farm produce than any other State.
"Administration of the present Reciprocal Trade Agreements Act has proven

of no benefit to California's export crops.
"We request your support of H. R. 6556, by Congressman Gearhart, limiting

extension of the act to 1 year, during which time we should develop a sound
foreign-trade policy."

The California Farm Bureau Federation, Wiser said, is on record by formal
resolution as opposed to the Reciprocal Trade Agreements Act.

Amendments to the act, as proposed by Congressman Gearhart, would correct
in part some of the threat to important California crops from imports of cheap
competing products, Wiser explained.

"Limiting the extension of the act to 1 year," Wiser declared, "would give us
time to develop a program calculated to exclude, from the provisions of the act,
commodities which need tariff protection because of the low wage rate or low
living standards of competing countries."

Mr. BRECKINRIDGE. The House committee questioning of Mr. Ogg
testifying for the American Farm Bureau Federation and of Assist-
ant Secretary of Agriculture Brannan indicated that these groups
might not be such enthusiastic supporters of the State Department
and the tariff-cutting program if they were not abundantly protected
by absolute import quotas on both cotton and wheat. These groups
might take a different attitude if they thought these absolute forms
of protection might be removed or substantially impaired, forcing
them to rely on their tariffs for protection as do producers of other
products. It is significant that none of the quotas on cotton or wheat
were removed or increased at Geneva or in any other agreement even
though the prices of those commodities have long been above parity.
It is also significant that the substantial tariffs on southern-produced
peanuts have not been reduced although they have been listed in trade-
agreement negotiations.

I make no contention that they should be removed or increased or
the duty on peanuts be reduced. I merely point out, because those
are the groups who support the State Department, and they are the
main groups in agriculture who have come out in favor of an extension
of the act, and I just wonder if they would be as enthusiastic for the
program if they had to rely on reduced tariffs, as we do.

The farmers were told:
Of course, it would be absurd to talk of lowering tariff duties on farm prod-

ucts. * * * I do not intend that such duties shall be lowered. To do so
would be inconsistent with my entire farm program, and every farmer knows
it and will not be deceived.

We hope that this committee and this Congress will not allow the
continuance of such absurd inconsistency and deception which so
obviously has existed for the past 14 years.
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Now, Mr. Chairman, I made reference in my statement to farmers
and small business. While I do not speak for the small business
organizations, I would like to quote from a recent press release issued
by the

Senator BUTLER. Is it long?
Mr. BRECKINRIDGE. No, sir; it is not.
This is a press release of the National Federation of Small Busi-

ness, Inc., which was issued, I do not know the exact date that it was
issued, I thought I had it. I think it was issued on March 29, 1948.
It says this:

In support of numerous protests over handling of tariff matters by the
executive department of Government, received by the federation from members
during the past year, federation members voted favorably on a proposal that
control over the tariff be returned to Congress, that the Executive be deprived
of that wide discretion it now exercises. Interesting to note is the fact that
tariff complaints have been heaviest from the New England area. However,
the expression of opinion from Federation members on a Nation-wide basis indi-
cates that appreciation of the problem involved is not regional; rather, that it
is national.

I realize that I have already taken more time than I should.
Senator BunR. If you have additional insertions, if you will give

them to the reporter, we will put them in the record.
We have two more witnesses, at least, that we must hear before we

have to go to the Senate to vote, so we will appreciate a little brevity.
Mr. BECKINRIDGE. I also have here a document I would like to

insert in the record. It is entitled "Foreign Trade Problems as related
to Agriculture in the Postwar Period," published by the agriculture
department, Chamber of Commerce of the United States, Washington,
D.C.

A representative of the Chamber appeared here the other day in
support of the 3-year extension, as is, and I would like to have this on
reord, because it points out some of the dangers recognized by that
body for agriculture if we continue.

Senator BALDWIN. We will print it in the record.
(The document is as follows:)

FOREIGN TRADE PROBLEMs AS RELATED TO AGRICULTURE IN THE POSTWAR PERIOD

A Statement Presented by the Agricultural Department Committee of the Cham-
ber of Commerce of the United States, to the Board of Directors, Which
Authorized Its Distribution in Furtherance of Existing Chamber Policies
In all current discussions of national and international issues foreign trade

looms large, and, because agricultural products may constitute a substantial part
of the volume and value of this trade, the agricultural industry will be very
directly affected by the trade policies which may eventually be adopted.

The purpose of this analysis of foreign-trade problems as they relate to agri-
culture is to stimulate constructive thought and discussion on various practical
aspects of these problems.

EXPORTS

Many phases of export activities, such as stabilization of currency, exchange
rates, and trade practices of other countries, are of a general character and are
more or less common to all commodities.

To a considerable degree also the problems relating to exports are of such a
character that they are outside the control of producers in this country who
must adapt their operations to these external conditions.

In order to make such adjustments, they must know the answers to questions
like the following:

What is the trend of production abroad?
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What is the relation of foreign production to effective demand in foreign
markets?

What will be the policies of foreign governments with reference to
imports which compete with products they themselves are producing?

Will production for export under the conditions which exist or are likely
to exist be economically feasible?

There are no all-inclusive answers to these questions. Producers in different
commodities ,an] even in different regions must answer them for themselves.
As to the major agricultural products there is reason to believe that, as other
countries recover their productive capacity, the demand for American products,
such as wheat and cotton, will decline. This conclusion might not hold, however,
for certain special products which have distinctive characteristics or are consid-
ered luxuries, such as fruit juices and branded canned goods. Any increase in
buying power abroad may result in a larger volume of exports of these products.

IMPORTS

In the popular discussion of foreign trade as it relates to agriculture there is
a tendency to concentrate public attention on the export aspects of the problem.
This is readily understandable in view of the pressing importance of adequate
outlets for cotton, wheat, and the various lesser products which this country
can produce in excess of its own needs. However, this somewhat one-sided
approach to the general question involves the danger of overlooking the fact
that the problems of exports and imports are interrelated. Accordingly, the
agricultural industry should be equally concerned with the economic significance
of increased imports.

The trend' toward a more liberal import policy
At no time in the last hundred years have conditions been so favorable as at

present for an expansion of the import trade, particularly in competitive agricul-
tural products.

Accordingly, the time may not be far distant when the traditional policy of the
United States with reference to protection for agriculture will undergo more or
less substantial modification.

The desirability of such a change will depend on its contribution to adequate
income for the agricultural industry. It is highly important, therefore, that
all branches of agriculture be continuously alert to the effects of both imports and
exports and to determine the point at which the general benefits from foreign
trade are offset by an impairment of the standard of living of individuals and
groups. Obviously, the outlets for the products of other industries could not
be maintained if the income of agriculture declines.

During the last 12 years definite steps have been taken by Congress to modify
protection for agriculture by the passage of legislation authorizing two successive
reductions in import duties. If this authority should be utilized to the full,
import duties applicable to certain products which have already been reduced
50 percent would be reduced to 25 percent of the rates in effect under the Tariff
Act of 1930, and the protective value of the duty would he virtually wiped out.

The recent action of the President in lifting duties on lumber and lumber
products has directed attention to a provision in the Tariff Act of 1930 which
authorizes the complete removal of duties on a limited group of commodities
needed for emergency relief. The use made of this authority suggests a tendency
on the part of administrative authorities to go beyond the limits intended by
Congress. Although in any individual vflse sonie degree of justification may be
found for such action, the long-term effect is to undermi'ie the authority of
Congress under the Constitution and to weaken the safeguards provided for
American industry.

Factors contributing to liberal trade policy
Several factors which should be carefully watched and appraised by farmers

and those in related industries are contributing toward a more liberal import
policy for the United States. These may be stated briefly as follows:

1. Increased imports are essential for an enlarged export trade.
Previous to World War I a large volume of exports -was required to meet

principal and interest payments due abroad. The cotton, wheat, beef, and pork
industries were largely based on and developed as a result of this condition.
With World War I, conditions changed. This country became a creditor na-
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tion and any expansion of exports became directly dependent on a corresponding
expansion of imports.

This interrelationship has special significance at the present time because of
the widely accepted belief that adequate utilization of the productive resources
of the United States, the maintenance of full employment, and the realization
of an adequate national income will require a foreign trade substantially larger
than existed before the war.

2. There is at the present time a widespread acceptance of the principle that
the United States should extend benevolent aid to war-ravaged countries and
to other countries having a lower standard of living because of insufficient
industrial development.

It is recognized that the restoration and balanced development of those
countries will require large amounts of goods which can be prduced in the United
States. An adequate supply of these goods will provide the desired export
volume for the United States, contribute to human welfare, and, it is hoped,
promote peace. Thus, economic considerations are supplemented by humani-
tarian.

But such aid will require repayment eventually if our exports are not to
constitute pure charity. Such payments, it is claimed, can be made only by
direct or indirect importation of goods. Any substantial volume of direct imports
from the less developed countries is likely to consist largely of agricultural
commodities. As we are already receiving a substantial volume of noncompeti-
tive products, such as coffee, tea, cocoa, and spices, an additional volume of
imports is almost certain to include many of a more or less competitive
character.

3. The high level of domestic commodity prices.
Under the terms of present legislation the prices of many agricultural comn-

modities are required to be maintained for the next 2 and possibly 3 years at
levels which will attract shipments from abroad whenever sufficient supplies
can be spared and transportation made available. In fact, relatively attractive
prices may prevail for a still longer period if the policy of supporting prices at
levels approaching parity is continued.

Even present tariffs may be no barrier in view of the disparity between labor
costs in the United States and abroad. Furthermore, if duties are reduced to
the extent authorized by the Trade Agreements Act, the tariff barriers of the
future will be much less formidable than at present.

There is even a possibility that such products as butter, having a comparatively
high unit value, may be imported from Europe before the present shortage in
that area is alleviated in order that means for purchasing other greatly desired
commodities may be obtained. It is reported that, notwithstanding the general
food shortage in northwestern Europe, exporters in Holland recently arranged
for a shipment of potatoes to Brazil, at the very moment that hundreds of car-
loads of potatoes were awaiting shipment from the United States to Europe.
Furthermire substantial amounts of Scotch whisky and Holland beer, both
made from grains, are now being sent to the United States.

4. Consumers may demand the relaxation of import restrictions and lower
tariffs as a means of lowering the cost of living.

Artificially supported prices, particularly if coupled with shortages of the
domestic supply, are likely to give force to such a demand. Furthermore, it is to
be expected that such a demand will receive stimulation from surplus-producing
countries which would very much like to obtain entrance to the enormously
large and high-priced United States market.

Problems arising in the application of a liberalized import policy
The prospects for increased imports of agricultural products, particularly those

of a competitive character, raise a number of questions which must be answered
if minimum damage to the industry and maximum benefit to the country are to
be attained. Among these questions are the following:

1. For what agricultural products does there exist a domestic demand in
larger volume than is likely to be available from domestic sources? Examples
may be sugar, hides, and flaxseed.

2. For what types, qualities, or grades of domestic products is there a domestic
demand which cannot be supplied from domestic sources through the application
Of known or readily discoverable production techniques?

3. What branches of agriculture now being carried on should be discouraged in
*hole or in part in order to make a place for a larger volume of imports?
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An official publication of the United States Department of Agriculture contains
the following proposal which suggests a basis for answering these questions but
attempts no application of the principles. The agricultural committee of the
National Chamber believes this proposal to be thoroughly unsound, and that, if
made operative, would be harmful to agriculture, other industries, and organized
labor. The proposal is as follows:

"We believe that, with due consideration for military necessities, we should
evolve programs that will tend to reduce domestic production of agricultural com-
modities that cannot meet world competition and yield an American level of living
to producers without tariffs or other forms of Federal subsidy, and that will cor-
respondingly increase our imports of those commodities that are needed to main-
tain or bring about desirable increases in domestic consumption. The foreign
exchange arising from the imports of these commodities would provide foreign
countries with purchasing power which would increase the demand for our other
agricultural exports, or would increase the demand for the export of industrial
products which, in turn, would increase the domestic demand for our agricultural
output.

"This does not mean, of course, that we should suddenly and completely stop
producing those commodities now protected by tariff walls and other forms of
subsidy. It means only that production of these commodities should be dis-
couraged in areas in which better alternatives are available, and in submarginal
or highcost areas where costs-in terms of cash outlay, human effort, and wasted
soils-exceed the returns."

In considering questions involving the relative desirability of imports as com-
pared with domestic production, much stress is laid on the price differential
which tends to exist between the foreign and domestic market. This price differ-
ential is often accepted as evidence of some superior advantages in production.
As a matter of fact, it is quite possible that this price difference is not due to any
natural advantage nor higher efficiency but rather to the simple fact that living
standards and wages are lower and economic opportunities less numerous than in
the United States. Accordingly, if producers in the United States are to compete
with foreign producers without lowering their standard of living and wage levels,
they must offset by superior efficiency the entire advantage which arises from the
low wages and low living standards of other producers as well as lower capital
investment and taxes. This brings up the next question:

4. Can efficiency of agricultural production in the United States be increased
sufficiently within a comparatively short time so that living standards can be
maintained or even raised while the industry is competing with foreign producers
on an even price basis?

Again, there is no all-inclusive answer to this question. It will vary with com-
modities, and with regions. Also, it must be recognized that the effect produced
on basic costs by increased efficiency of production is limited by such relatively
rigid costs as wage rates, capital investments, debt services, and prices of raw
materials. In any case, time will be required to bring about any considerable in-
crease in efficiency.

5. By what means can the policy of reducing tariffs and increasing competitive
imports be prevented from conflicting with the policy of sustaining prices to pro-
ducers at levels approaching parity?

Even in instances in which domestic production is sufficient to meet the domestic
demand at the support price, there will be a tendency for imports to flow in until
the price on the domestic market reaches the price level of the foreign supply, plus
any duty that may be in effect. This lower price will impair the economic status
of producers and stimulate a demand for increased Federal subsidies.

At the present time quotas ,are in effect with reference to cotton, wheat, and
beef cattle, in order to retard the tendency for imports to increase.

6. How much more employment and consumption of domestic products will
result from an exchange of imports for exports than from a corresponding volume
of trade between areas and groups within the United States?

In this connection it should be remembered that the buying power of the mass
of consumers averages far higher in the United States than in most other countries
of the world. Moreover, the buying power of the countries from which we would
receive many imports would be limited by the comparatively low value of the
raw materials which they would produce and ship while we would wish to sell
them more highly processed products having a considerably greater value for a
corresponding volume. Accordingly, the countries shipping to us would probably
be unable to buy back anything like the volume of material they shipped to the
United States. 'The excess would remain to compete with domestic products.
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In appraising the opportunities and the need for imports, certain distinctive

characteristics of the United States should be given consideration. For example,
this country is continental in size. It has a wide diversity of climatic condi-
tions, large and very varied natural resources, and a very high development of
technical skills. Actually there are few, if any, agricultural products of im-
portance in common use which cannot be supplied by domestic producers during a
considerable part of the year.

7. To what extent can imports be depended on to supply the requirements of
this country?

Doubtless the answer to this question must be predicated in large part on the
assumption which may be made as to the probable success of the present efforts
to establish peace as a question of national security is involved. Consideration
must be given to the fact that for several important products the amount available
for import is but a fraction of the domestic requirements.

CHAMBER POLICY

The National Chamber throughout its existence has laid great stress on the
importance of foreign trade-no less to agriculture than to other industries.
While recognizing the importance of an ever-expanding world trade, due consider-
ation has been given to the harmful effects of cheap competitive imports on our
American standard of living. Accordingly, the Chamber of Commerce of the
United States has adopted the following statement as an expression of its official
position :

"The United States Government should pursue a constructive and realistic tariff
policy which will encourage the maximum flow of international trade but which
at the same time will afford reasonable protection for American producers against
destructive or otherwise unfair competition from abroad (1946)."

Since the export and import of agricultural products have constituted a large
part of our foreign trade, a policy statement specifically applicable to agriculture
was adopted nearly 20 years ago and has been repeatedly reaffirmed. It is as
follows:

"The principle of reasonable protection for forms of agriculture of concern to
any section of the country, and subject to destructive competition from abroad,
has been repeatedly advocated by the Chamber and is again emphasized (1946)."

COMMITTEE RECOMMENDATION

In view of the proposals which have been made by various agencies of the United
States Government for the purpose of expanding world trade, the agricultural
department committee believes it to be timely and appropriate for the officials of
the National Chamber to acquaint government officials immediately with the
established Chamber policies on this important matter.

C. J. ABBOTT,
Chairman, Agricultural Department Committee.

Mr. BRECK UNI)GE. An earlier witness testified, I think it was Mr.
Rosenthal, to the effect that some industries may have to be damaged.
and injured, for the over-all good. In that line I would like to read
concerning the recent Mexican negotiations and quote from a letter
received by the Parker Pen Co. from one of its agents in Mexico.
The quote is as follows:

In line with the subject protectionism you will be interested to know that in
a recent talk with fairly well-informed members of the Economic Board regard-
ing the extremely high duties now assessed against the importation of fountain
pens and pencils, one of the explanations given for these was that it was hoped
that, because of them, some important American factory would find it beneficial
to their interest to build a plant in Mexico in which to manufacture fountain
pens and pencils. It was explained that this type of a factory, termed 'light
Industry" was more in keeping with the sort of industrialization Mexico wishes
to promote--no comment on our part, but we shouldn't cherish the job of market-
ing the product.

I point that out because in many cases the large increases in tariffs
recently imposed by Mexico in contravention of the agreement that
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we did have with them were on industries for which they had no in-
dustry at all. They had no industry to protect, as now they produce
none. They are apparently doing it with the hope of shifting Ameri-
can industry to that country. And I point out that the State De-
partment has repeatedly publicly announced that they consulted with
and agreed with Mexico on each tariff increase that they imposed.

Senator BUTLER. Mr. Breckinridge, I think we will have to insist
on the insertion of anything further that you have, because you have
exceeded the time allotted to each witness.

Mr. BRECKINRIDGE. I have finished.
This is a letter addressed to you, Senator Butler, concerned the Mexi-

can situation, dated March 25, and I would like to have that inserted.
Senator BUTLER. Fine. We will insert it in the record.
Mr. BRECKINRIDGE. Thank you.
(The letter is as follows:)

POPE BALLARD & Loos,
Washington 4, D. C., March 25, 1948.

I-Ion. HUGITH BUTLER,
Senate Office Building, lVashington 25, D. C.

My DEAR SENATOR BUTLER: I refer to my letter to you of February 28 which
appears at page 2119 of the March 3, 1948, Congressional Record, and particularly
to the following statement made therein: "The State Department policy boils
down to this: discourage exports (except a few favored products such as auto-
mobiles), discourage American production of anything except what it favors
and considers efficient; encourage imports at expense of American producers;
encourage foreign production and export to United States; shift producers to
favored mass production industries: encourage a specialized and centralized
American industrial economy that i easy to control."

Can that statement be substantiated? Yes it can, and with a very concrete
and recent illustration.

During 1947 Mexico placed an absolute embargo on the importation of all
fountain pens and mechanical pencils containing any part of gold or silver,
even if a pen has only a gold point. The Mexican duty on fountain pens and
mechanical pencils not containing any parts of gold or silver were raised to
astronomical heights which are equivalent to embargoes.

The agents of the Parker Pen Co. in Mex-ico just recently wrote the Parker
Pen Co. as follows:

"In line with the subject protectionism you will be interested to know that in
a recent talk with fairly well informed members of the Economic Board regard-
ing the extremely high duties now assessed against the importation of fountain
pens and pencils, one of the explanations given for these was that it was hoped
that, because of them some important American factory would find it beneficial
to their interest to build a plant in Mexico in which to manufacture fountain
pens and pencils. It was explained that this type of a factory, termed 'light
industry' was more in keeping with the sort of industrialization Mexico wishes
to promote-no comment on our part, but we shouldn't cherish the job of mar-
keting the product."

The Parker Pen Company has already been forced to transfer plants. capital,
production and employment to Great Britain and other countries. Now it will
be necessary for the Parker Pen Company to transfer a plant, production and
employment to Mexico. During 1946 the Parker Pen Company did a little better
than an $800,000 business in Mexico. During the last six months of 1947, they
did only $5,000 worth of business. To get the Mexican business it will be abso-
lutely necessary to transfer a plant and employment to Mexico. A neat little
plan on the part of Mexico; incidentally, approved and assisted by the United
States State Department.

You will recall that the State Department has publicly announced that it had
conferred with Mexico and agreed in each case to her increased duties and
embargoes on imports from the United States. You will also recall that the
Mexican Ambassador recently emphasized the fact that Mexico had discussed
each embargo and each increase in duty with the State Department and obtained
their prior approval.
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To fit this into my above quoted statement, Mexico has, with the advice,
assistance and approval of the State Department, taken steps to eliminate pro-
duction and employment in the United States, discourage exports from the
United States, force production and employment in Mexico and export to the
United States, force employees previously engaged in production for export
to Mexico into one of the more favored (by the State Department) and more
centralized mass production industries such as the automobile industry. If
more proof is desired I will attempt to dig up more illustrations for you, or
a congressional committee might take on this job.

The Parker Pen Company has in the past been a very strong supporter of the
State Department and reciprocal trade agreements program. The State Depart-
inent even deceives its owr friends and supporters and sells them down the river.

The publicly announced purposes of the Mexican embargoes and increased duties
are to more adequately protect domestic industries and to conserve dollar M_-
change. In this case and in other cases Mexico has no such industry to protect
and a careful investigation would reveal that there is no real dollar shortage in
Mexico. If the true facts were known, it would be quite apparent that the real
purpose for Mexico's action is to force the transfer of American industries into
Mexico and to blackmail the United States into giving them a hand-out of dollars
under a Mexican recovery program. Also I believe that a real investigation of
the Canadian situation and her recent embargoes, quotas and increased duties
would reveal a similar purpose of inducing the United States into spending a large
portion of the hoped for Marshall Plan dollars in Canada. I will just cite one
illustration. Canada imposed a very small quota on imports of citrus fruit
with the announced purpose of conserving American dollars. However, since the
imposition of that quota, Canada has and is buying, with the approval and
assistance of the State Department, Italian lemons and British Empire oranges
outside the quota and paying for them with American dollars.

This Mexican fiesta of deception is just another of the State Department's
planned crises and claimed international emergencies. When are Congress and
the American people going to wake up and remove the foreign wool which the
State Department has pulled over their eyes? When is one of the political
parties going to have enough courage to come out honestly and tell the people
what is going on?

After Congress gets through passing the ERP, it had better be prepared for a
barrage of propaganda for a Mexicqn Recovery Program and for a Latin Ameri-
can Recovery Program-they are all getting on the band wagon even if it takes
blackmail to do it.

Very sincerely yours,
JOHN BRECKENRIDGE.

P. S. I want to emphasize that the above language and views are my own and not
those of the Parker Pen Co.

JB

Senator BUTLER. We will call Mr. Canfield, please.
Will you identify yourself to the reporter.

STATEMENT OF ROBERT E. CANFIELD, AMERICAN PAPER AND
PULP ASSOCIATION, NEW YORK, N. Y.

Mr. CANFIELD. Robert E. Canfield, 122 East Forty-second Street,
New York. I am counsel for the American Paper and Pulp Associa-
tion, which is the central organization of the paper manufacturing
industry in the United States.

I have no prepared statement here, Senator. I would like to discuss
the situation without reading a statement.

I have handed to the clerk a brief that we filed with the Ways and
Means Committee which is approximately 95 percent factual, I would
say, and the rest of it argumentative.

Senator BUTLER. That is already in the record of the House?
Mr. CANFIELD. It has been submitted to Mr. Stanley.
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I would like to talk specifically about certain angles of the situation.
The paper industry happens to be the only industry, I think, that can
give you people experience on what happens after a long period of
time on reciprocal deals, because a long time ago that was started in
the paper business.

In 1913, newsprint went on the free list as a result of a reciprocal
trade deal with Canada, in which Canada was going to take off the
duty on newsprint and so was the United States. The United States
did but Canada did not. It was quite in the pattern of present recip-
rocal deals that is not entirely reciprocal.

Canada today is the largest producer by all odds of newsprint paper
in the entire world. It has a duty on newsprint paper of 221/2 per-
cent, where we have it duty free. The result of that deal has been
that the newsprint industry which would presumably have grown sub-
stantially in the United States stagnated completely, and the United
States is utterly dependent upon a foreign country for its source of an
absolutely basic commodity that we must have.

Today about 80 percent of all of the newsprint used in the United
States comes from Canada.

The same kind of thing can happen on other paper grades, and is
happening. The current reciprocal trade programs have resulted in
reducing duties on paper to a point which I think probably far exceeds
the intention of Congress when they passed the Reciprocal Trade Act.
You will remember at the time that Act was first talked of, the great
selling point was that it was to get rid of the unduly high duties of the
Smoot-Hawley Tariff bill, and get somewhere back towards the so-
called free trade tariff schedule of 1913.

The present average rate of duties on paper is about half what it
was under the Underwood Act of 1913, -which is certainly going a long
way, and there is, of course, authority to cut it still further under this
reciprocal trade act.

What happens when you do cut duties unduly was indicated by
that newsprint situation. The same thing is happening exactly the
same way in other grades of paper. For instance, the duty rate on
printing paper was cut nearly 50 percent and from that time to date
the imports of printing paper have increased about 750 percent.

Senator MARTIN. What do you mean by printing paper?
Mr. CANFIELD. I mean the paper that goes into magazines and com-

mercial printing, other than newsprint.
Senator MARTIN. I understand.
Mr. CANFIELD. There is about 750 percent increase. It has gotten

to the point now where the importation is from Canada of printing
papers, so-called ground wood printing papers are approximately
equal to the production of the biggest mill there is in the United States
in that field, and it is growing rapidly.

Wrapping paper, there was a reduction by 50 percent of the duty
and imports in 2 years went up 600 percent. That is on kraft wrapping,
and on special wrapping it increased 2,000 percent in the same period.

Senator BUTLER. Can you tell us anything about the industry lo-
cally; domestically has it declined proportionately?

Mr. CANFIELD. Yes, I can Primarily with reference to this 1913
situation, because that had long enough to work itself clear to the
extreme, the present situation has not; the war of course has changed
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demand situations entirely, and there has been no normal process for
any extended period, but in the case of newsprint, there were orig-
inally at the time that deal was made some TO mills in the United
States making newsprint, three of those mills still make newsprint.
I do not remember the exact number, but 25 or 30 of them have gone
completely out of business and liquidated.

Senator GEORGE. That was not under the reciprocal trade.
Mr. CANFIELD. No, sir; it was under a special reciprocal trade deal

with Canada.
Senator GEORGE. That is when Congress had charge of it.
Mr. CANFIELD. The deal was made, no, it was not quite the same

as it is now. The mechanism was much different.
Senator GEORGE. Congress had charge of it.
Mr. CANFIELD. It did in 1913 when it actually took the duty off.

However sir that was negotiated by the State Department, and a deal
made with Canada subject to ratification by the Congress.

Senator GEORGE. But it had to come to Congress; it did come to
Congress.

IM±r. CANFIELD. Sure.
Senator GEORGE. And now the same situation, if a similar situation

as that should develop, why, we could cancel out under the trade act
that we are operating under now.

Mr. CANFIELD. We could, but it does not happen.
Senator GEORGE. We could do it all right, and presume we would

do it if a similar situation like that should arise.
Mr. CANFELD. It has arisen.
Senator GEORGE. Where?
Mr. CANFIELD. In these percentages I am showing you here on the

growth of imports.
Senator GEORGE. What about the production in this country?
Mr. CANFIELD. The production has grown.
Senator GEORGE. Has grown rapidly.
Mr. CANFIELD. Yes it has.
Senator GEORGE. You are just going back like all of the other wit-

nesses that want it to go back to Congress, and return the whole thing
to congressional action. Some of them want to stop temporarily with
the Tariff Commission. That is just a way station.

Mr. CANFIELD. Certainly it is our position that the determination
of duties should be under the supervision of Congress, rather than
without supervision.

Senator GEORGE. Exactly, but I am calling your attention to the
fact that what you are complaining about, the old reciprocal arrange-
ment made with Canada, as it affected you, for instance, was when the
whole thing came back to Congress and had to be ratified by Congress.

Mr. CANFIELD. That is right. I was bringing that up, sir, for the
purpose of showing the effect that can be and demonstrably has been
made by undue cutting of tariffs on paper.

Senator GEORGE. You might just as well complain to Congress some
time they put something on the free list that you thought ought to
have a duty. I sat through the tariff making in 1929 and 1930. I
tayed in Washington the whole of 1929 with about 30 days away,

and I think I know a little something about how we made tariffs
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in those days, how we made the Smoot-Hawley Tariff Act. Do you
want to go back to that?

Mr. CANFIELD. No, sir. No, sir; I have not the slightest desire for
that. As a matter of fact, paper rates were not greatly increased at
that time. The paper industry's position on tariffs has consistently
been that what they want is only a sufficient tariff to permit equal
opportunity in the domestic market with foreign producers.

Senator GEORGE. I understand that. I understood that.
Mr. CANFIELD. As the result of that, there was no request for greatly

increased duties at that time when everybody else was raising them
all over the place.

Senator EORGE. That is right. You are right about that. Every-
body came down here and said all they wanted was just a tariff that
would give them an opportunity to produce here so that they could
protect the industry and would not destroy it, but they enerally
wound up by asking what was in effect a monopolistic taril.

Mr. CANFIELD. The paper industry did not, sir.
Senator GEoRGE. No, 1 did not say you did. I was calling your at-

tention to the fact that what you are complaining of happened when
Congress had full control of your tariffs and not under the Reciprocal
Trade Act at all.

Mr. CANFIELD. That is correct.
Senator GEORGE. Congress did it, and failed to take immediate steps

when Canada did not live up to its side of the agreement.
Mr. CANFIELD. That is right. They acted approximately the same

way the State Department is acting with Mexico now.
Senator GEORGE. Have you got any paper interests down in Mexico?
Mr. CANFIELD. There is no paper imported from Mexico; some is

exported to Mexico; a little paper is produced there.
Senator GEORGE. You will excuse me for interrupting you. I just

wanted to differentiate what did happen.
Mr. CANFIELD. The reason that this kind of rapid growth in imports

happens in the paper industry, when you do cut duties below the com-
pensatory level, which is all they have been at by and large, is that
the paper industry is an industry which has gone completely through
the industrial revolution all over the world, long since, and paper is
made in identically the same way in every country in the world where
it is made with the same machinery, the same skills, the same productiv-
ity per man. The only difference in cost in operating in any country
is the labor factor, and every country in the world has a lower labor
factor than ours. The net result is that when you cut as they have the
printing rate of duty to the point where it is under 10 percent, and
where the Canadian costs which are more close to ours than any other
paper making country are less than ours by at least that amount,
there is automatic advantage in the foreign producer. They can
come into the market to any extent they care to do, as was demon-
strated by the newsprint situation before.

In the face of that circumstance, it is our feeling that it is unwise
to make cuts of that sort, but at the very least that it should be the
Congress who makes the determination of whether they want to do
that or do not, particularly in the light of what has happened in the
way of making the country dependent on foreign countries for one

,kind of paper.
Senator BUTLER. Paper is o: ' .
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Mr. CANFIELD. Newsprint is.
Senator GEORGE. Newsprint is: That is certain sizes.
Mr. CANFIELD. What is that?
Senator GEORGE. Newsprint. We passed two acts just recently ex-

tended for another period.
Mr. CANFIELD. Yes, that is a form of newsprint paper which was

not previously considered to be duty free.
Senator GEORGE. That is right.
Mr. CANFIELD. But which is now temporarily.
Senator GEORGE. I do not want you to understand that I am not in-

terested in the possibilities of paper production, because down in my
section of the country it is a growing industry.

Mr. CANFIELD. It certainly is.
Senator BUTLER. Anything else, Mr. Canfield?
Mr. CANFIELD. I would like to point out that one part of this whole

scheme of promoting international trade has certainly been done by
the paper industry up to its full share, at least. There is about six
hundred million dollars worth of the products of our industry im-
ported into this country every year. It is more than double the im-
ports of the products of any other industry. It is about 10 percent
of the total import of all commodities into the United States. So that
when it comes to contributing to international trade, we feel that we
have contributed fairly heavily.

Senator BUTLER. There is no application pending for increased
tariffs?

Mr. CANFIELD. No, sir. We have not made any such application.
I think largely because it is deemed utterly futile under the present
circumstances.

We have tried in the past at various tinies to invoke other protective
measures. such as the Antidumping Act, and it does not work, and the
same problems exist in trying to exercise the escape clauses under the
Reciprocal Trade Act. You have got to prove things that are vir-
tually impossible to prove.

We had one instance, for example, under the Dumping Act, where
the petition was rejected because, although damage was shown to a
company, it was not to an industry, and another one that was rejected,
although damage to the industry was shown, no damage to any in-
dividual company was shown, which sort of leaves you-

Senator BUTLER. Pretty hard to qualify.
Mr. CANFIELD. Which leaves you wh-ere you decide you better not

even ask.
A couple of weeks ago I testified here before the committee in con-

nection with the matter that is being voted on today, the social security
resolution. I bring that up now because I feel personally very much
the same way about this tariff situation, that the tendency of the
administrative agencies of the Government to run away with con-
gressional authority and go far beyond what Congress intended is more
and more apparent. It seems to me that it is going to be a continuing
job for Congress for a long time trying to produce some mechanisms
which will eliminate that kind of thing.

This tariff deal I feel is in exactly the same category. I cannot
believe that the Congress intended what has actually happened under
the Reciprocal Trade Agreements Act, but that is what inevitably
happens when Congress dop n t rnia; any supervisory control.
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Under the circumstances, the paper industry feels, and I feel per-
sonally, too, that the present suggestion coming from the House is a
step toward control, although I doubt whether it does the job thor-
oughly enough, but certainly it is better than no control whatsoever.
In the absence of control it is becoming very apparent that things do
go away beyond what Congress intended, not only in tariff fields, but
in many, many others.

(The following statement was submitted for the record by Mr.
CANFIELD:)

STATEMENT ON BEHALF OF THE AMERICAN PAPER INDUSTRY IN RELATION TO THE
ExTENSION OF THE RECIPROCAL TRADE AGREEMENT ACT AS PROPOSED BY I. J.
lns. 335

The American Paper and Pulp Association is opposed to the extension of the
Reciprocal Trade Agreement Act in its present form. This association is the
central organization of the entire paper-manufacturing industry in the United
States, representing all grades of paper and pulp. The paper industry is the most
sensitive of all American industries to tariff changes, has been most violently
disturbed by changes made in the past, and has been subjected to heavier duty
rate reductions than any other manufacturing group of comparable size.

Extension of the act in its present form for even 1 year could work irreparable
havoc in the paper industry, inasmuch as printing and wrapping papers, compris-
ing 6,000,000 tons of annual output, would be subject to 50 percent duty reduc-
tions. Other less important grades would be similarly affected.

The paper industry's reciprocity troubles began in 1913 when newsprint was
placed on the free list. The newsprint industry moved to Canada and domestic
newspapers were forced to rely on that country for three-quarters of their annual
requirements.

Four years earlier, in 1909, wood pulp was placed on the free list. In 1947,
imports of pulp were valued at $257,394,325, and imports of standard newsprint,
$343,191,758. For a generation foreign pulp and newsprint manufacturers have
been enjoying unrestricted access to the United States market. Imports of pulp
and newsprint in 1947, totaling over $600,000,000, were 13 percent of the total
value of all commodities imported into the United States that year. Thus, the
United States pulp and newsprint industries alone have contributed more to the
furtherance of international trade (at the expense of domestic producers) than
any other single domestic industry.

Partial destruction of the domestic newsprint industry happened through
reciprocity. It not only can happen again, but is now happening in respect to
other grades. In the last 3 years United States companies have made commit-
ments for the construction or expansion of Canadian mills totaling an investment
of $175,000,000 in fields other than newsprint. Further tariff rate reductions
will not only accelerate this movement of American capital to other countries
but will adversely affect the employment of American workers in the production
of paper for United States consumption. American paper-mill employees receive
from three to four times the wages paid in Europe for exactly the same type of
work, and for an equivalent output per man.

Based on the past effects of the reciprocity program, the United States paper
industry opposes the extension of the Reciprocal Trade Agreement Act in its
present form for the following reasons:

Point No. 1.-Duty rates on paper have already been reduced to the lowest
figure in history, 12.28 percent.

Point No. 2.-Reductions of duty rates have resulted in heavy increases in
imports of paper to the detriment of domestic producers.

Point No. .- The paper industry sees no evidence of reciprocity on the part
of other nations.

Point No. 4.-Changes in administrative provisions of the Tariff Act threaten
to be more damaging to domestic industry than the reductions themselves.

Point No. 5.-The so-called escape clauses in the Geneva Agreements are so
hedged about with operative restrictions that they are valueless to domestic
industry.

Point No. 6.-Undue foreign competition in the United States market is a
menace to investment and employment alike.
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Point No. 7.-A correct tariff policy for the United States would strengthen
some sections of the Tariff Act. instead of destroying the effectiveness of any
portion of the act.

POINT NO. 1. AVERAGE DUTY RATE NOW 12.28 PERCENT

Duty collected on actual imports of dutiable paper in 1947 was e uivalent
to 13.7 percent. If the rates of duty set by the Geneva Reciprocal Trade Agree-
ments had been in effect in 1947, the duty on these imports would have been
equivalent to 12.28 percent. This is about half the protection given the paper
industry by the Underwood Act of 1913, the nearest approach to free trade in
United States history.

Under the act of 1913, the rate of duty on dutiable paper as reported by the
United States Tariff Commission was 22 percent, computed on imports of 1914;
under the act of 1922 the rate rose to 24 percent, computed on imports in 1926;
under the act of 1930 the rate was only 26 percent. The rates on all dutiable
commodities for the comparable periods were 24, 38, and 41 percent.

Under the Geneva agreements the rates of duty on paper remain far below
most other major industries and are below the average rate imposed on all
dutiable imported commodities. As compared with the average rate of 13.7
percent on paper before the Geneva agreements, duty collected in 1947 on all
dutiable commodities was 20 percent.

Under the Geneva agreements, duty reductions were made on 47 grades of
paper but there were no reductions on the heavy tonnage grades, such as
groundwood and book grade printing papers, the major wrapping paper grades,
or plain paper boards. It must be realized, however, that under the Reciprocal
Trade Agreement Act, if extended, it would still be possible to cut in half the
rates on these major grades now ranging from approximately 10 to 25 percent.
Serious as have been the effects of duty rate reductions already effected, further
slashes in rates on these grades would be destructive.

Although imports of dutiable paper increased 20 percent in February of this
year as compared with January, it is impossible as yet to adequately appraise the
effects of the newly reduced rates which only became effective January 1, 1948.

Exhibit No. 1 gives a complete tabulation of the duty rates on all grades of paper
computed on an ad valorem basis.

POINT NO. 2. EFFECTS OF TRADE AGREEMENTS

The United States paper industry was the first industry to feel the effects of a
reciprocity program and as the result of successive trade agreements is still the
industry whose markets have been most violently distorted by changes in duty
rates.

The first reciprocal agreement negotiated by this country placed newsprint on
the free list-a step for which no reciprocal concession was secured. Not only
did the newsprint industry migrate to Canada, but mills formerly making this
grade were forced to dismantle their plants or turn to the manufacture of other
grades. This grade shifting demoralized the industry for a score of years. In
1913 there were 70 newsprint mills in the United States, today there are only 3
United States companies making newsprint exclusively for sale. True, some other
mills owned by newspaper groups are making newsprint for their own use and
selling a small surplus. This step has been taken to guarantee the interested
publishers a source of supply, inasmuch as manufacturers driven out of the field
by duty free competition, have not dared risk investment in new mills.

The newspaper publishers have been the final victims of this practical elimina-
tion of a domestic industry. Because there is no domestic output to stabilize
prices, newspapers are buying thousands of tons of paper at 1'0 cents per pound
and in some cases 15 cents. Canadian producers, supplying the bulk of the
domestic consumption, have increased their prices to $96 per ton, as against a price
of only $50 a few years ago. In fairness it must be recognized that the Canadian
mills have not in any instance taken advantage of the panic buying in the United
States to raise prices to those charged by European mills.

Reciprocal trade agreements have bound wood pulp on the duty free list with
the result that 1947 imports totaled 3,305,067 tons, valued at $257,394,325. Pulp
and standard newsprint duty free imports in 1947 totaled $600,516,083.

Wood pulp is important to more than the paper industry. It is essential in the
wide field of rayon and similar products, and as an essential component of explo-
sives, as this country found to its cost in World War II.

76984--48--28
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Foreign producers of wood pulp have enjoyed competitive advantages in this
market, not only because of the duty-free status of wood pulp, but frequently as
a direct result of currency depreciation, foreign subsidization, and similar inequi-
table practices.

The essential position of our domestic wood pulp industry in our national
economy can only be maintained if measures are taken to prevent unfair com-
petitive practices of the type which have, in the past, enabled foreign producers
to dump wood pulp in this market at less than fair values.

Under existing Reciprocal Trade Agreements, this basic American industry is
afforded no practical protection against "dumping", exchange manipulations, or
subsidized competition.

In 1938 the duty rate was reduced on printing papers, the grades known as
groundwood printing and book papers. In 1938 imports of these grades totaled
less than 10,000 tons. In 1947 imports had jumped to 75,000 tons and some grades,
formerly made in the United States, are now principally imported from Canada.
Other grades are migrating at an accelerated pace. Novel news, formerly pro-
duced in huge quantities in this country, has ceased to be a United States product.
Pencil tablet and poster papers are following novel news to Canada. Imports
of basic papers for hanging papers, on which the duty rate was reduced from 10
to 71/2 percent, is now imported in 10 times the volume before the rate was
reduced. Imports of groundwood printing papers have risen to one tenth of
United States output.

Under the Tariff Act of 1930 the duty on plain paperboard was 10 percent, but
with a provision that a higher rate be levied equal to that assessed on similar
material in the country of origin. Canadian paperboard was thus dutiable at
2.- percent. The first Reciprocal Trnde Agreement Act eliminated this provision,
and the rate on paperboard from Canada was automatically reduced from 25
to 10 percent. The rate on vat-linod, surface-colored and other boards which
have been given a secondary processing, was originally higher than that for the
plain unprocessed material. The rate was twice reduced by 50 percent until
some types are now dutiable at a lower rate than the basic material.

A large increase in imports of wrapping papers resulted from the reduction
of duty rates granted Sweden and Finland. Imports during the year before
this duty rate reduction totaled 4,300 tons of kraft and 50) tons of other wrap-
pings. Kraft imports rose in 2 years to 24.000 tons. Other wrapping paper
imports rose to a total of over 11,000 tons in 1947. Total wrapping paper imports
in 1947 were 22,000 tons as against 4,81)0 tons before duty rates were reduced.

Other grades, whose consumption is smaller in tonnage, but higher in value,
suffered proportionately. Simplex decalcomania, for instance, has suffered suc-
cessive reductions and is now dutiable at one-fourth the rate under the act of
1930. Imports before the first duty rate reduction totaled 32,000 pounds, but
in 1947 the total was 356,000 pounds.

Ribbon fly catchers were invented in the United States. The duty rate was
reduced for the benefit of Belgium, but Japan took advantage of the lowered rate-
and the company which devised this product has ceased its manufacture.

The above instances are typical of the effect of reciprocal trade agreement
on the entire industry. A detailed complete summary, given by individual grades,
is attached as exhibit No. 2.

POINT NO. 3. IS THIS RECIPROCITY?

The American Paper Industry opposes the extension of the Reciprocal Trade
Agreement Act in its present form-because it is not true reciprocity. Appar-
ently there is as a great a difference between the United States definition of reci-
procity and its definition by other countries as there is between our definition of
democracy and that of certain other countries.

Under "reciprocity" as now practiced by those responsible for its operation,
the United States gives much and receives little, while other countries receive
much and give little.

Under the Most Favored Nations principle, the United States extends to all
the world all the benefits of any tariff concessions it makes to any country,
limited only by withdrawal of concessions from nations discriminating against
the United States. This principle applies not only to all previous trade agree-
ments, but also to those negotiated at Geneva. Prior to World War II Germany
and Japan were debarred from tariff benefits under this policy, and when Czecho-
Slovakia and Austria came under German rule they also ceased to receive these
benefits. Germany and Japan, however, being under American Military Gov-
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ernment, are automatically classified as most favored nations. Even Russia
and its satellites are beneficiaries, though they have granted no reciprocal con-
cessions. As against this generosity of the United States, no other country gives
any concessions to countries which do not join the International Trade
Organization.

At Geneva, a score of nations signed a preliminary charter of the ITO and
agreed to detailed schedules of tariff rate reductions. Only the United Kingdom,
Canada, France, Benelux, Cuba, and Czechoslovakia have confirmed their Geneva
commitments. A very large majority of the rate reductions granted by the United
States were to these nations, but all of the other signatories have received the
benefits since January 1, 1948, while as yet they have given nothing in return.

Specific action by various countries in violation of the spirit of the Geneva com-
mitments to which they were parties are summarized below.

Canada.-The joint signature of the Canada-United States Agreement was only
a few hours old when Canada secured a United States loan of $300,900,000 and iu-
mediately clamped an embargo on the importation of practically every paper item
on which it had made even slight concessions, as well as on other items not men-
tioned in the agreement. Canada is enforcing its Antidumping Act by strict
automatic application of extra duties on any merchandise imported at any price
which it considers to be lower than the ruling price in the United States. The
policy of setting an artificial valuation on imported goods from the United States
has been abandoned but antidumping duties are still levied by various methods
of computing selling prices, such as when there is a difference between United
States f o. b. mill prices and sales with freight allowed.

Paper manufacturing conditions in Canada, more than in any other country, are
comparable to those in the United States, particularly in the wages which consti-
tute such an important part of the cost of production. Without selecting Canada,
therefore, as an invidious comparison, but simply on the basis of the cimparahil-
ity of the industry in the two nations, it is illuminating to list the relative tariff
rates in the two counties.

In the Geneva agreements, Canada made concessions on paper to a maximum of
21/ percent, except on hand made papers, not produced in this country. The
United States cut many of its rates in half. The old and new Canadian rates coi-
pared with the new United States rates on the only grades on which Canada made
reductions are:

United Canadian rates
Grade States rate(equivalent 1948 Geneva

ad valorem) 1947 rate rate

Percent Percent Peicent

Vegetable parchment .... 6. 6 25 2214
T issue w rapping --------------------------------------------- 26. 7 25 22,12
K raft w rapping ................... ........................... 20 25 223
Papeteries ........... 15 271/2 25
Sulfite and other wrapping ----------------------------------- 25 25 22Y

Taken from another basis, that of relative rates of duties on paper of all major
grades, the present United States and Canadian rates follow:

United
States rate Canadian

Grade (equivalent rates

ad valorem)

Percent Percent
U ncoated printin g ........................... ------------------------------- 10. 8 22 42
Standard newsprint:

Valued at not over 24 cents ---------------------------------------- Free 124
Valued at over 24 cents -------------------------------------------- Free 11q

Plain paperboards -------------------------------------------------------- 10 221/
Processed paperboards ----------------------------------------------------- 7 5 25
T issu e --- -- ---- ---------- ------------------- -- ----- ------------ -------------- 16. 7 22 4
Writing -------------------------------------------------------------------- 15 22,1
Kraft wrapping ----------------------------------------------- ------------ 20 22 4
Other wrapping ------------------------------------------------------------- 25 2242
Hanging raw stock ----------------------------------------------------------- 74 224-_
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A special provision of Canadian law imposes a 25-percent excise tax on articles
made in Canada from imported materials or parts.

Memico.-In 1942 the United States and Mexico Cntered into a joint agreement
for mutual reduction of duties. In December 1947 Mexico unilaterally canceled
all the concessions it had made in this agreement, and in addition increased its
duty rates on nearly all other commodities, the average increase being about 30
percent. The United States, as far as can be learned, has taken no action to
cancel any of the concessions it made to Mexico. The Administration held hear-
ings in February at which American exporters were allowed to argue for restora-
tion of the agreement rates, and reductions of nonagreement items, but domestic
manufacturers were denied the opportunity to ask for a cancellation of conces-
sions made to Mexico. Mexico's justification for this action was its economic
position and the agreement was canceled by utilizing the escape clause in the
1942 agreement. Incidentally, the plea of economic troubles is now being used
by all nations as justification for their failure to carry through their Geneva
pledges.

United Kingdom.-Britain made no tariff concessions on paper at Geneva,
though she was the direct beneficiary of over 25 United States rate reductions on
paper. The United Kingdom secured a loan of several billion dollars from the
United States, then placed either a low import quota or an outright embargo on
all American papers. Within the last few days a further 25 percent reduction of
imports from the Western Hemisphere has been ordered.

France.-Before France entered the Geneva conference, it changed its basis
of computing duties, with the broad effect of materially increasing its former
rates. The reciprocal negotiations were then based on an inflated French tariff
schedule, on which "concessions" were granted sufficient to bring the concession
rates to approximately those previously in effect.

Benelu.-Belgium, Netherlands, and Luxembourg through a customs union
entered into a free-trade economy as between those countries, and adjusted the
duty rates previously in effect in all three countries. This adjustment did not
materially affect the later rate reductions effected at Geneva.

Netherlands.-An embargo has been put into effect on imports from dollar
countries. At this writing there has been no itemization of the commodities
placed under this embargo.

Brazil.-Because of currency problems, Brazil increased its over-all duty rates
about 40 percent before beginning negotiations for reductions. Import quotas
on shipments from dollar countries are about to be announced.

Australia.-After receiving concessions on its principal exports to the United
States, Australia placed a practical embargo on imports from "dollar countries,"
principally the United States.

Argentina.-Orders have been issued that all export and import trade shall be
limited to shipments in ships under the Argentine flag, to the maximum extent
to which such shipping is available. Duty rates in Argentina, with which the
United States has had a trade agreement for several years, are of little con-
sequence inasmuch as duty is computed on arbitrary values fixed by the Argentine
authorities, without regard for actual selling prices, or customary values in the
countries of origin. Surcharges up to 20 percent are authorized in some cases
and importers may not remit abroad for their purchasers for 5 years.

China.-A participant in the Geneva agreements, China is about to impose
quota restrictions on imports from dollar countries.

Norway.-Licenses to restrict imports from the United States and other dollar
countries are about to be put into effect.

Miscellaneous.-Without specifying individual countries, there is a general
tendency to restrict imports from the United States, as well as other countries,
by various administrative measures. These steps violate the original purpose of
the Geneva conference to reduce tariff barriers. Much of the difficulty in trade
with other nations is the apparent lack of dollar exchange, due in chief measure
to the manner in which other nations have depreciated their currency until the
dollar is almost the world's only hard money. While no specific instance can
be mentioned, it has been found that sterling bloc nations have been inclined to
give such preference to other nations in that bloc as to practically exclude our
merchandise. British crown colonies have placed import restrictions on goods
from dollar countries. Import licenses in the Netherlands have been so restricted
that United States paper is practically excluded, to the advantage of Sweden,
Norway, Finland, Czechoslovakia, Poland, and Austria. The import license
system of India has operated to almost exclude American papers, while price
limitations have permitted imports from low-wage European countries. Many
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restrictions are applied against products of other industries, but the instances
cited are those In which United States manufacturers of paper have come into
individual conflict with foreign restrictive measures.

POINT No. 4. ADMINISTRATIVE PROVISIONS

Previous reciprocal trade agreements have been primarily concerned with
changes in duty rates. The Geneva agreements in addition cover administrative
practices which in many respects will have a more serious, though less direct,
effect upon imports than the rate reductions. A change in the basis of de-
termining values upon which duties are computed, for instance, enabled Sweden
to sell wrapping paper to the United States at a discount of 40 percent from
the price in Sweden. With a duty rate of 25 percent, the amount of duty
collected was thus cut to 15 percent.

The following proposed changes in present administrative provisions will re-
quire action by Congress to amend the existing Tariff Act:

Countervailing duties.-The act of 1930 provides for the automatic imposition
of countervailing duties equivalent to subsdies granted by foreign countries.
The preamble to each Geneva agreement specifies that such countervailing duties
shall be applied only when substantial injury results to the domestic industry
of the country to which such imports are made.

United States value.-The Geneva provisions for determining value as a
basis for assessing customs duties entirely eliminate what is known as United
States value, a principle for which domestic industry fought long, and eventually
with success. The proposed value provisions afford far wider latitude for
computing dutiable values than now exists.

Conversion of currency.-The provisions in general clauses covering currency
values are materially different from those now in effect, and will give importers
an opportunity to establish lower values on which duty would be assessed.

Other modifications not requiring congressional action which will permit
reduced collections of duties include the following:

Nations are permitted an adjustment up to 20 percent in the par value of their
currencies. In effect this is a reduction of duty rates. Under the terms of the
agreements signed by the State Department at Geneva, Canada could devaluate
its currency 10 percent and sell its printing paper in this country at the equivalent
of a duty-free basis.

Various provisions restrict administrative action to instances where specific
injury must be proved in order to put into effect any limitations on import
quotas or valuations. In this country, administrative practice has been such
that proof of injury has seldom been satisfactory to officials having power to act.

Violent complaints have been made by importing interests and foreign nations
against United States procedure in classifying goods for duty and in computing
.values on which duty rates are assessed. There is no basis for these complaints.
Under United States law there are competent courts of justice in which errors
of any kind in levying duties can be corrected. On the other hand, American
shippers have no such recourse. They must accept the rulings of foreign customs
officials, as no other country has any judicial procedure of the type afforded
foreign shippers in our market. Consequently there is no reason to overturn
present administrative and court procedures to the advantage of foreign interests
whose sole aim is to traffic in imported merchandise at the expense of domestic
investments and employment.

A typical example of these unjustified complaints is the Canadian criticism
of the United States requirements for marking of imported merchandise with
the country of origin. The Canadian law is more rigid than that of the United
States. The United States law in broad terms merely requires foreign merchan-
dise to be so marked as to allow the ultimate consumer to know the source of the
goods he purchases; there are numerous broad exemptions, and few special
requirements. In Canada, however, the regulations are filled with specific
provisions for the method of marking and there are few exceptions. Under the
United States law, articles required to be marked are subject to 10 percent
additional duty, but the importer can secure the refund of this duty if he marks
his merchandise before it leaves customs custody. The Canadian law provides
the same 10 percent penalty duty, but grants no refund after the goods are
marked. Under Canadian law the importer not only pays the additional duty,
but must in addition mark the goods before they leave customs custody, under
penalty of re-exportation or confiscation.
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The marking provisions in all sections of the British Empire are more rigid
than those in the United States, and world-wide practice is in few, if any, cases
more liberal than the American.

POINT NO. 5.-ESCAPE CLAUSES

When domestic industries expressed fears as to the dangers which might
result from reciprocal trade agreements then in prospect, Senators Vandenberg
and Millikin secured from the President an assurance that any new agreement
would contain escape clauses like those in the trade agreement with Mexico.
In theory this would make it possible to cancel concessions which in practice
proved injurious to American interests. Resting on this assurance, opposition
to the reciprocity program was partially dissipated.

The outcome, however, indicates that these escape clauses are so phrased
that they become a meaningless gesture. They provide that the President may
negotiate for the cancelation of any concession granted by the United States,
but only after injury is proved before the United States Tariff Commission.
The rules established for the determination of injury have been so complicated by
regulations for the guidance of the Tariff Commission that compliance by a
domestic industry is almost impossible. To prove injury an industry must
disclose details of all its production costs and financial operations, not only
those affecting the commodity in question.

A pledge was given Congress that concessions would be negotiated only with
the principal foreign producer of the commodity in question. Instead of
keeping this promise, until very recently those negotiating the Geneva agree-
ments refused to disclose the identity of the nations to which specific rate
reductions had been granted. A request from the Ways and Means Committee
for this information was answered by a letter from the President stating that
the data requested would be provided when he saw fit.

All negotiations were carried on in such an atmosphere of secrecy that domestic
industries were not only given no voice in the negotiations affecting their very
existence, but were denied an adequate opportunity to present their case. Nego-
tiators repr-esenting other nations were in constant consultation with the business
interests of their own countries.

The entire history of the negotiation of these and other agreements is such that
domestic industry is justified in its opposition to what appears to be a trend to
a free-trade economy.

P UINT NO. 6. MENACE TO INVESTORS AND EMPLOYEES

When the Conlinittee for Reciprocity Information granted hearings in advance
of the Geneva negotiations on the thousands of items listed for tariff reduction
negotiations, the American Paper and Pulp Association filed a detailed brief in
which its importance in the domestic economy was portrayed.

It is not amib-s, however, as part of this statement, to briefly summarize some
of tie outstandicig facts about the industry.

The United States paper manufacturing industry represents an investment of
over $:l.0UI0,000,01o. Its employees are for the most part highly skilled workmen,
and 50 percent of the industry is located in communities which are at least 50
percent dependent on its operation for their existence.

A survey of labor conditions here and abroad shows that, job-by-job, American
paper inill emichcyee receive about three times the wages paid abroad.

The domestic industry has no technological or mass-production advantages over
any other country. It takes no more labor to make a ton of paper in Scandinavia
than it does in the United States. Canadian estimates that labor receives 38 cents
of every dollar paid for newsprint, is evidence that the impact of low duty rates
and foreign competition is chiefly upon American labor.

When mill operations fall below 75 percent of capacity the industry ceases to
operate at a profit. Its profits have never been excessive, and are far below those
in other industries of comparable size. Wen operations drop below the 75 per-
cent figure, the usual r sult is a reduction in employment Every ton of imported
paper represents the loss of employment fo one high-w :ge employees for 3 days.

The paper industry ranks fifth in the entire roster of American industries in
value of product. Importations competitive with its mills form the largest single
item in the foreign trade field.

There is a present shortage of supplies, due to excessive demand. New con-
struction and improvements will result in an equalization of supply with demand
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by the end of 1948. Huge investments were made during the war period to meet
the demand and to substitute domestic products for the imports formerly received
from countries barred from this market by the war. Production in 1948 will be
approximately 22,000,000 tons as against an output of 11,000,000 tools in 1938.

The prosperity of the paper industry is bound to the standards of living of its
employees to an extent not existent in any other mnjor industry. Every ton of
imported paper means an impairment of investment in domestic mills and a reduc-
tion of the potential working hours of the workers. In bartering tile domestic
paper market for doubtful advantages in foreign markets for other industries, the
trade-agreement program is importing cheap foreign labor, and exporting our
prosperity.

POINT NO. 7. A BALANCED TARIFF POLICY

The previous sections of this statement have been devoted to a review of the
actual and potential damage to the domestic paper industry as a result of
reciprocal-trade agreements already in effect.

This section outlines not only the safeguards which this industry believes should
be retained in the tariff laws but also its belief that action should be taken by
Congress to effect certain reforijs to strengthen the tariff act :is it stands, if this
country is to maintain a balanced tariff policy for the protection of American
industry.

The views are summarized herewith:
1. The present countervailing duty provision of the tariff act, section 303, pro-

viding additional duties to meet export subsidies by exporting nations, should not
be weakened as proposed by the State Department negotiators at Geneva. Rather
it should be strengthened to make it clear that payments in the nature of tax
refunds or distributions out of special funds created by export taxes in terms of
sellers markets (as is now being done by Sweden) fall within the category of
export grants as described in section 303.

2. The provisions for United States value determination in section 402 (E) of
the tariff act should not be weakened as proposed by the Geneva agreement.

3. Tie provisions for currency evaluation in section 522 of the tariff act should
not be weakened as suggested by the Geneva negotiators.

4. The Geneva agreements perinit devaluation of currency not to exceed 201 per-
cent. This is equivalent to a reduction of duties at the unilateral instance of a
foreign country, not as the result of negotiations, reciprocal or otherwise. Rates
of duty provided under the Geneva agreements were based on existing currencies.
There should be a provision of law to impose additional duties to compensate for
currency devaluation by any foreign country whenever such depreciation would
result in the equivalent of a duty reduction to less than 50 percent of the rates of
duty in effect January 1, 1945, used as a base in the existing law, which limits
reciprocal-trade concessions to 5(0 percent of those rates.

5. Merchandise shipped to this country by State trading units and/or foreign
cartels should be automatically subject to an antidumping duty to equalize the
selling price, plus United States dtty, with the American selling price.

6. Under existing law, foreign producers evade the American provision for
computation of duty on the freely offered price in the country of origin by imposing
certain restrictions on sales in the country of origin, thus allowing the foreign
mills to set their own export price on which the United States must compute duty.
This situation, known as the controlled market, should be corrected by provisions
to make any merchandise so controlled subject to duty on the basis of American
valuation.

7. All future trade agreements should be negotiated subject to congressional
approval, as is the case with all other treaties. The present act fails to provide
any review of administrative action which is provided for in all other laws creat-
ing administrative procedure. Congress should not delegate its constitutional
tariff-making powers without providing for some form of review of the action
taken, to assure its conformity to congressional intent.

8. Section 516 of the Tariff Act of 130, providing for domestic manufacturers'
protests, should be restored to the Tariff Act. This provision was deleted by the
original Reciprocal Trade Agreement Act. Under the present procedure, a for-
eign producer or his American agent has ready access to the United States courts
to rectify any error made by customs offi-ials in the classification or appraise-
ment of imported merchandise. The domestic producer, on the other hand, is
denied recourse to the courts to correct any such error which may be to his
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disadvantage or to the disadvantage of the Government. A court procedure
limited to the foreigner and denied the American is not only absurd and illogical,
but is in violation of any theory of justice in this or any other country.

9. The Anti-Dumping Act, now wholly ineffective, should be amended to make
the imposition of an antidumping duty automatic upon the finding by customs
officials that foreign merchandise is sold at less than the ruling price in the
country of its origin. At present injury must be proved to the satisfaction of
administrative officials. An example of its working: A domestic paper industry
asked an antidumping ruling, which was denied on the ground that the complaint
was made by the industry as a whole, and that individual damage to its members
was not shown; a later complaint by individual producers involving the same
merchandise was denied on the ground that, while injury was admitted to an
individual company, injury to the industry as a whole was not shown.

SUMMARY

The American paper industry for years has based its action on tariff matters
on the theory that there should be sufficient tariff protection to give the American
manufacturer an equal opportunity in his home market with the foreign pro-
ducer. It asks no more, but believes that any tariff policy which throttles a
domestic industry of such magnitude is a danger to the national economy.

The paper industry believes that it is not the part of wisdom to bankrupt a
domestic industry involving a production valued at $4,000,000,000 a year to develop
prosperity abroad. This country cannot do its share toward maintaining world
prosperity if its own economic stability is sacrificed.

Imports of paper and pulp into the United States totaled a value of $618,776,406
in 1947, providing the largest number of dollars for dollar-hungry foreign nations
afforded by any single industry.

Domestic demand forced the doubling of output between 1938 and 1948, a rate
of expansion not equaled in any but emergency war industries. The paper
industry protests against the procedure now under way by which the added tens
of millions invested in expansion to meet an increased domestic demand may be
sacrificed to raise the standards of living abroad.

EXHIBIT No. 2

PARAGRAPH 1401

Printing paper8.-The duty rate under the Tariff Act of 1930 was one-fourth of
1 cent per pound and 10 percent ad valorem. This was reduced by the trade
agreement with Canada, effective January 1, 1939, to one-fifth of 1 cent per
pound and 5 percent. Imports in 1938, prior to the reduction, totaled 9,500 tons,
valued at $532,512. In 1939, the first year after the rate was changed, imports
rose to 13,400 tons valued at $729,624. In 1947 imports were 74,700 tons, valued
at $7,953,055.

PARAGRAPH 1402

Plain paperboard.-The duty rate under the act of 1930 was 10 percent with
a countervailing rate proviso imposing on any imported board a rate of duty
equivalent to that levied by the country of origin. The Canadian rate for
such board was 25 percent, and duty was collected on Canadian imports at
this rate. By the original Reciprocal Trade Agreement Act this countervailing
duty proviso was canceled. Imports of board from Canada in 1933 totaled
1,768,079 pounds, valued at $28,201. Although the countervailing duty rate nul-
lification was not in effect until the Trade Agreement Act was passed, June 12,
1934, Canadian imports in that year totaled 5,906,843 pounds, valued at $92,794.
In 1936, the first full year of the Agreement Act, imports were 10,100,342 pounds
valued at $139,257. Imports from Canada in 1947 had risen to 25,832,634 pounds,
valued at $1,187,821.

Shoe board.-No separate statistics were compiled of this material until 1939,
but as a result of the elimination of the countervailing duty Canadian shoe board
came into this country in increasing quantities. One Canadian company in-
creased its capacity 50 percent, and an entirely new company was formed, both
for increased export business; until a strike was called in Canada in 1947
imports were at double the prewar rate.
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PARAGRAPH 1404

Tissue paper.-The rates of duty on various tissue papers were reduced by
trade agreements with Canada and the United Kingdom effective January 1,
1939. The new rates, which segregated these papers by weights and values,
were a reduction of 50 percent on lightweight and 331/ percent on heavier
weights. Imports of all tissues in 1938 totaled 1,310,919 pounds, valued at
$781,027. Despite the war developments in 1939 when the lower rates became
effective, imports increased to 1,763,306 pounds valued at $905,758. In 1947
imports had risen to 2,902,868 pounds valued at $999,498. It will be noticed
that the reduced duty rates caused a large increase in the imports of lower
priced papers, such as fruit wrapping and waxing tissue which mills can pro-
duce at a greater speed than is possible in the higher grades.

Carbon papers.-A specific example of the effect of the duty reduction is in
carbon papers. In 1938 imports totaled 663,122 pounds valued at $330,711. In
1939 when rates were reduced on January 1, the volume rose to 1,120,145 pounds
valued at $536,020. In 1947 imports were 853,767 pounds valued at $452,630.
Inasmuch as this grade is imported almost entirely from the United Kingdom,
England's industrial difficulties explain why the volume has not reached prewar
totals.

India Bible paper.-The rate of duty on india Bible paper weighing from 10 to
20 pounds per ream was reduced by the British agreement, effective January 1,
1939, from 4 cents per pound and 15 percent to 2 cents per pound and 10 percent.
Imports in 1938 totaled 33,147 pounds valued at $25,029, increased to 41,479 pounds
the first year of the agreement, and despite the war rose to 123,359 pounds in 1941,
valued at $68,038. In 1947 imports rose still higher to 160,254 pounds valued at
$101,851.

Imports of carbonizing tissue in 1947 were slightly less than 2 percent of do-
mestic production; imports of india Bible paper are estimated to have been
about 5 percent of domestic output.

These papers are manufactured by relatively few domestic mills, but to those
mills, the output is vital. In 1947 there were about 12 domestic companies manu-
facturing carbonizing tissue and 7 which produced india and Bible papers. This
output is highly important to the mills manufacturing these papers. A loss in
production because of imports has an immediate and direct effect upon mill output
and its labor force.

Imports of crepe paper on which rates were reduced in 1939 showed no signifi-
cant change. In 1948, however, under a second rate reduction, imports are at a
surprisingly increased rate.

PARAGRAPH 1405

Vegetable parchment.-Under the act of 1930 the duty rate was 3 cents per
pound and 15 percent; this was reduced by the trade agreement with Belgium,
effective May 5, 1935, to 2 cents per pound and 10 percent and by the Geneva
agreements to 1 cent per pound and 5 percent. In 1934, imports were 89,317 pounds
valued at $26,283. In 1935, though the reduced rate was in effect only 8 months,
imports rose to 176,759 pounds, valued at $43,832, and in 1936 to 266,371 pounds,
valued at $41,170 the increased tonnage being in wrapping grades. Imports since
the war have been confined to high-priced spinning parchment, foreign mills not
having yet returned to volume output of wrapping graaes.

Simplex decalcomania.-The duty rate of 5 cents per pound and 10 percent
was reduced to 2 cents per pound and 10 percent by the British agreement,
effective January 1, 1939. Imports in 1938 were 31,717 pounds valued at $6,004.
In 1939, the first year under the agreement, imports rose to 114,529 pounds,
valued at $19,685. In 1947 the imports were 356,344 pounds, valued at $92,005.
The rate has been cut again under the Geneva agreement to 1 cents per pound
and 5 percent. This material is made by a single English company. One
American company produces the bulk of the domestic product as one of its most
important lines. Establishment of this industry was only possible through the
protection originally provided.

PARAGRAPH 1407

Reductions in duty rates on bristol, hand-made and drawing papers were
effected prior to 1940, but no changes of consequence resulted in these small
tonnage, high-priced grades.



436 EXTEND AUTHORITY TO NEGOTIATE TRADE AGREEMENTS

PARAGRAPH 1409

Kraft wrapping papcr.-The rate in the act of 1930 was 30 percent. This
was reduced by the trade agreement with Sweden, effective August 5, 1935, to
25 percent, and was further reduced to 20 percent by an agreement with Finland,
effective November 2, 1936. Imports in 1934 were 4,300 tons valued at $317,809.
In 1935, even though the reduced rate was only in effect 5 months, imports were
12,340 tons, valued at $815,790. In 1936 imports were 24,000 tons, valued at
$1,536,148. Imports in 1937 were 16.600 tons, valued at $1,176,711. and in 1947,
10,900 tons valued at $1,766,939.

,Sdefptc and othcr wrrapping paper -The rate in the act of 1930 was 30 percent.
This was reduced by the Swedish agreement to 25 percent effective August 5,
1935. Imports in 1934 were 520 tons, valued at $37,374. In 1935 imports were
550 tons valued at $42,876, and in 19,6, 660 tons valued at $52,740. In 1947,
however, imports were 11,080 tons, valued at $1,856.584.

Hanging ra y stock.-The duty rate was reiluced from 10 to 71/ percent by tile
agreement with ('anada, effective January 1, 1939. Imports in 1938 totaled
151,862 pounds, valued at $4,346, hut had reached a total of 941,101 pounds, valued
at $50,791 in 1947.

Inasmuch as there was no segregation of statistics for straw paper and filter-
ing paper of special types prior to the reduction of duty on some grades, it is
impossible to give details of the known increases in shipments due to the lower
duty rates.

Blotting paper imports have been in such small volume that increases in
imports are without significance.

PARAGRAPH 1413

Papcrboards rat-lined surface colored or otherwise processed.-The duty was
reduced by the agreement with Sweden effective August 5, 1935, from 30 percent
to $14 50 per ton, but not less than 15 percent or more than 30 percent. That
rate on January 1, 1948, was cut in half again. Imports in 1934, the year before
the agreement became effective totaled 1,422,960 pounds, valued at $36,423. In
1936 the total was 3,602,159 pounds valued at $85,818, and in 1947, while the
tonnage was almost identical with that of 1936, the value had risen to $195,566,
indicating that the reduction in rate had encouraged the importation of much
finer grades of board.

Stereotype matrix board.-There are no figures to show the increase in im-
ports resulting from a reduced rate because no segregation of such board was
made statistically, until the rate was reduced.

Ribbon fly catchcrs.-A duty reduction from 35 percent to 27/._ percent, effected
through the agreement with Belgium in 1935, resulted in such an increase of
imports at low prices from Belgium and even larger quantities from Japan that
the United States company which invented this article has been forced to dis-
continue its manufacture. All available supplies are now understood to be of
foreign origin.

PARAGRAPH 1672

Standard newsprint.-Placed on duty free list in 1913. The previous duty rate
was 3/160 per pound on paper valued at not over 2/0 per pound, with a higher
rate on better grades. Imports totaled 315,000 tons in 1913; in 1947 imports
totaled nearly 4,000,000 tons.

PULPROARD FOR WALLBOARD

Pulpboard for use in the manufacture of wallboard is in two classifications,
plain and vat-lined under paragraphs 1402 and 1413. The duty rates were reduced,
effective January 1, 1936, from 10 to 5 percent on the plain, and from 30 percent
to $7.50 per ton, or approximately 15 percent on the vat-lined. All of this mate-
rial is shipped from Canada to a single American company which owns the
Canadian plant, thus giving this company a definite competitive advantage over
its dozen or more domestic competitors. There was no statistical segregation of
these imports prior to 1936. In 1936, under the reduced rate of duty, imports
were 11.200 tons, valued at $432,905, and in 1947 the total was 31,000 tons, valued
at $2,062,538.



EXHIBIT No. I.-Rates of duty on paper under Act of 1930 and tat-iou, reci'proe'al trade agreements

Grade

Printing not over 3?4 cents per pound -------

Do ------------------------------------.

Wrapping:
K raft, m . g ------------------------------
K raft, m .f ...........................
Sulfite, n . g -----------.- ------- -----
Su lfite, m . f ------. --.------...........

9-point straw -............ . .......... ...
Wrapping, decorated, not printed -

W rapping, n. s. p. f -... .. .................

G lassin e - - -. -------------------------

Vegetable parchm ent --------------------

W ax-coated ---------------------------------

G reaseproof, n. s. p. f . . .. . ..............

Writing, letter and note.
Ruled, 110 square inches or over ---------

Ruled, under 110 square inches ----------

Plain, 110 square inches or over .........

Plain, under 110 square inches .........

Drawing-
Ruled, 40 cents per pound and over ......

Plain, under 40 cents per pound ........

Plain, 40 cents per pound and over -------

Bristol board, plain, over 15 cents per pound

Imports in 1947

Pounds Value

81,720 $2,795

149,371, 287 7,951,257

5,935,524
15,937,357

7, 055,495
3,999,287
1, 048, 406

1,490)

11, 104, 61.5

82,33f;

20,987

1S, 549

42, 540

7,010

19,335

10, 704

5,731

538

4,045

ItO, 511

4,111

531,092
1,245,847

700,572
353,731

42, 032
31)5

802,281
8,862

13, o37

2, 0162

10,049

3, 546

7, 943

4, 9)-A

2, S26i

329

1,379

92 132

1930 rate 1947 rate

14 tc"it pol poundn and l HI !5 cent pet pound and
pii cent ptic ceiii_ _ d o - . .--- ---. .....11

30 pet cen t 20 percl t
ito -- i-to - - -( 0 - -- - - - - -
do .25 pi cnt -- -

.o io
(ito -- - - 15 p 1 cent . ... ...

42 (-1 Its p Inint i I 0I 4i 2 cents ti p4ouind andl o
percent I percent.

./0 percent - - - 25 -i rent .. .. ..

.- cents per Pound and i5 3 cPts pet pound and 15
percent pere-nt

i o ......... 2 cmts poi pound and Io
i-e cent

i(to .... . . 3 cents p-t pi nd an l 15
I)e- cent

(to . . ........ . . d o -

3 cmts pir pound an 25 3 cents per tiound and 25porm'nt I p'l c,q t1
3 eent per pound and 30 3 cents pc o piund and :11

pe ciit ttI Cent
3 cent pI pound and 15 3 cents per pound and 15

c:i e-nt ti-went
3 -ints 1ir Pound and 2i 3 cents I piunii ind 2tt

pt cent pe cenIt.

-t cents pe pound and 25 2 cents ii pound and 20i
tii e-nt p-rcent
c cent- pei Pound and 1.5 3 cents pet poiind and 15
tici icent. ilrcent.

do ---- 2 cints te pound and 10

it- (lo ----- - L-nt Pet pound and 15
pit, rent.

1947
equiv-
alent
ad va-
lorem
rate

Percet,
10 8

8 75

20
20

25
25
15
32

25
4:3

13 2

42

28

31

37

25

27

2.1 4

24

13

21o

1948 rate

ct ent t pound and 5
tperceIlt

---- d o ...... .... ...

2t Icreent
.._ d o ---------------

25 percent
d o .............. .

71 pere-nt -
412 cent s pei liound and 10

tel c--t.
25 picricelIt
3 cents per pound and 15

pet Cent
I cent pe pound and 5

porccrt _
112 ct-n s Wi ]iound and 10

percent
3t cents ter pound and 15

112 cents et pound and
12 i2 Pt cent.

112 cents per pound and 15
li-i ecnt

t
t

2 cents pci Pound and
2 percent

112 ci-ntb Pci pound ani lII
loi-ent.

I cent pei pound and 10
percent

-1 cent- pet pound and 15
eii cent.

1 cent mci pound and 5
Pie cenh

IT~ cents pei pound and
7' 2 pcicent

1948
equiv-
alent
ad va-
lorem
rate

Percent

10.8

8 75

20
20
25
25
712

32

25
43

66

23 2

28

15 5

18

12

13

11

2

0

10
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EXHIBIT No. 1.-Rates of duty on paper under Act of 1930 and various reciprocal trade agreements-Continued

1947 1948
Imports in 1947 equiv- equiv-

Grade 1930 rate 1947 rate alent 1948 rate lentGrade 1930 rte 1947 rate ad va- ad va-
lorem lorem

Pounds I Value rate rate

Hand-made:
Ruled, under 50 cents per pound --------------

Ruled, 50 cents per pound and over -------------

Plain, under 50 cents per pound_

Plain, 50 cents per pound or over - -

Writing, n. s. p. f.:
Ruled ------------------------------------------

P la in --- ---- -- --- -- --- ----- -- -- ---- ---- ----- --- -

Combination sheets and envelopes ---------------
t apeteres ---- ---------------------------------urface coated:

M etal, n . s. p . f . - --------------------------

M etal, under 15 pounds ----------.-.-------

Embossed or printed, not litho ---------------

N . s. p . f ---------------------------------------

rncoated, with surface design:
Not printed -----------------------------------

Printed or em bossed ----------------------------

'issue:
Stereotype, not over 6 pounds, not over 15 per-

cent per pound.
Copying, not over 6 pounds, not over 15 cents

per pound.
Carbon not over 6 pounds, over 15 cents per

pounA.
Bibulous, not over 6 pounds, over 15 cents per

pound.

3 cents per pound and 25
percent.

--- do -

3 cents per pound and 15
percent.

-- -- d o --- --- ----- -- --- ----

3 cents per pound and 25
percent.

3 cents per pound and 15
percent.

40 percent -----------------
-----d o --------------------

5 cents per pound and 15
percent.

5 cents per pound and 18
percent.

5 cents per pound and 15
percent.

---- d o --------------------

4 cents per pound and 10
percent.

4 cents per pound and 20
percent.

6 cent§ per pound and 20
percent.

. .... d o -- -- -- --------------

----- d o -- ---- ............

--- - do ---------- ----- -----

3 cents per pound and 25
percent.

2 cents per pound and 20
percent.

3 cents per pound and 15
percent.

2 cents per pound and 10
percent.

3 cents per pound and 25
percent.

3 cents per pound and 15
percent.

40 percent --- ----- ---------
30 percent -- -.--------

5 cents per pound and 15
percent.

5 cents per pound and 18
percent.

5 cents per pound and 15
percent.

----d o --------------------

4 cents per pound and 10
percent.

4 cents per pound and 20
percent.

3 cents per pound and 10
percent.

-- -- -d o -------- -.I .- .-- .. ...

4 cents per pound and 15
percent.

6 cents per pound and 20
percent.

Percent
36. 5

21

23

13

30

32.4

40
30

25

20

21

31

18

22

14.8

13

20.40

23

1 cents pei pound and
12 , percent.

-- --- d o --- --- --- -------- ---

1 cents per pound and
7 i percent.

.... d o -............... .

1M cents per pound and
121 percent

1 cents per pound and
7Y percent.

40 percent -----------------
15 percent ------. ---------

4A cents per pound and
10 percent.

----- d o ------ -- -- --- --- ----

-- -- d o -- -----------------

2 6 cents per pound and
7 cents.

4 cents per pound and
10 percent.

----- d o ---------------

3 cents per pound and 10
14 percent.

----- d o --- -----------------

----- d o --------------------

6 cents per pound and 20
percent.

N

M
X

Percm
t

11 5

9.6

15 0

16.2 x

40

19 >
11 1

14.8

15. 5
il N

18

12.4

14.8 H

14 r

23

1,234

2,163

3, 530

14, 582

16, 314

119, 600

4,027

193

9, 701

55, 916

2, 214

7, 783

7,965

6, 512

284,380

84, 950

322

4,025

1,307

10, 183

10, 230

20, 631

835
23,978

1,998

630

9,112

17,487

1,279

14,828

5,001

6, 516

211,034

167, 911



Pottery, not over 6 pounds, over 15 cents per
pound.

N. s. p. f., not over 6 pounds, not over 15 cents per
pound.

N. a. p. f., not over 6 pounds, over 15 cents per
pound.

Stereotype over 6, not over 10 pounds, over 15
cents per pound.

Carbon, over 6, not over 10 pounds, not over 15
cents per pound.

Carbon, over 6, not over 10 pounds, over 15
cents per pound.

For waxing, over 6, not over 10 pounds, not over
15 cents per pound.

Bible, over 6, not over 10 pounds, over 15 cents
per pound.

N. s. p. ., over 6, not over 10 pounds, not over 15
cents per pound.

N. s. p. f., over 6, not over 10 pounds. over 15
cents per pound.

Bible, 10-20H pounds per ream

Crepe:
Not over 12A cents per pound..........

Over 12. cents per pound -.--.------ ....-..

Pulpboard rolls for wallboard:
P lain -----------------------------------------
Processed -- - -

Insulation board, 734s inches thick and over --------
Wallboard, n. s. p. f., not laminated
Shoeboard..............
Strawboard, plain............
Beer mat board, plain --
Fiberboard. -- -
Paper and pulpboard:

Plain ..........................
P roces sed --------------------------------------

Pressboard ----------......
Cigarette bobbins.....................
Cigarette:

F la t --- ------- --- -------------------------------
B lock and book .. .............................

H anging, raw stock .. ..............................
B lo ttin g --------- --- ................................
Gummed - - - --
Simplex decal ................................... ..-

Paper and pulp wadding .. .......................

46, 283

57, 832

533

2, 552

242, 647

310,235

68,074

10, 844

1,396,121

205, 747

160, 252

3,310

1,976

22, 918, 599
39, 277, 289

2, 449. 544
1,577, 474
1,510, 690
4, 541, 661

684, 663
120,814

41, 246, 417
3, 660, 050

3,844
4,023

88
3,475

941, 101
1,751
4,440

356,344

510

23, 575

6, 747

145

1,499

33, 154

197,188

9,307

7,014

181,614

42,028

101, 851

266

551

657, 744
1,404, 920

133,234
98,609
99,086

153. 637
25, 511
10,363

1,744,436
195, 566

939
2, 230

68
3,251

50, 791
739

1,906
91,999

145

----- do ..................

----- do ...................
----- d o --------------------

5 cents per pound and 15
percent.

.... do ...................

----- do ...................

.....d o -- - -- - -- - -- -

----- do ....................

----- d o --- ------------------

----- d o ... ---- ----------

4 cents per pound and 10
percent.

6 cents per pound and 15
percent.

-----d o ---------------------

10 percent ................
30 percent .................
10 percent -----------. ...
-----d o .. .. .................
-----d o --- -----------------
----- do .....................
-.- -- d o ----- ---- ---- --- -- -- -
---- do .......

-----d o .. .. .. .............
30 percent -----------------
.... do
60 percent ........ ........

-----d o ... ......... - -----
-----d o ...................
10 percent ---- ...........
30 percent -----------------
5 cents per pound .........
5 cents per pound and 10

percent.
6 cents per pound and 15

percent.

4 cents per pound and 15
percent.

3 cents per pound and 10
percent.

6 cents per pound and 20
percent.

4 cents per pound and 10
percent.

2,q cents per pound and
732 percent.

4 cents per pound and 10
percent.

23q cents per pound and
71 percent.

5 cents per pound and 15
percent.

2M cents per pound and
7M percent.

5 cents per pound and 15
percent.

2 cents per pound and 10
percent.

3 cents per pound and 7
percent.

6 cents pei pound and 15
percent.

5 percent ------------------
15 percent ............. ...
10 percent -
-----d o ---------------------
.... do

----- do
----- do ....

do

----- d o -__
$14.50 per ton -------------
30 percent -----------------
45 percent -----------------

----- do
---- do
7'6 percent
15 percent
5 cents per pound ---------
2"I cents per pound and

10 percent.
6 cents per pound and 15

percent.

3 cents per pound and 10
percent.

----- do ...................

..... d o ... ... ..............

2 cents per pound and
7 percent.

..... do..........

----- do -

----- do .

----- do ....................

--- -- d o -- -- - -- -- - -- -

----- do .

2 cents per pound and 5
percent.

1 cents per pound and
3% percent.

3 cents per pound and 7V
percent.

5 percent.............
10 percent -----------------
-----d o ---------------------
----- do
-----d o ---------------------
.... do ...................
-----d o ---------------------
----- do ...................

----- do -
$7.25 per ton --------------
15 percent
30 percent ................

-----d o ---------------------
----- do
71/ percent ..............

- - - - -d o ....................
cents pei pound .........

1 cents per pound and
5 percent.

6 cents per pound and 7M
percent.



EXHIBIT No. 1.-Rates of duty on paper under Act of 1930 and rarious reciprocal trade aeccements

1947
Imports in 1947 equiv-

alent
Grade 1930 rate 1947 rate ad va-

lorem
Pounds Value rate

Filtering: Percent
Under 75 cents per pound - 26,749 12,644 5 cents per pound and 15 5 cents pei pound and 15 25 6 5

Pei cent. percent.
75 cer ts per pound and over ------------------ 7,977 11,115 do - 2/2 cents per pound and 9 3 23

714 percent
S h e a t h in g p a p e r - 2 8 1 , 8 0 0 9 , 6 7 1 1 0 p e r c e n t . . . . . . . . . . . . . . . . 1 0 p e r c e n t - 1 0 5
Stencil, not mounted --------------- 10 12 30 percent ............... 30 percent - -- - 30 12
Paper, N . S. P. F ............................ 104,283 do do .... ... 30 3
Plain basic photo - 303,552 140,159 5 percent ............... 5 pei cent ................. 5 5
Plain basic baryta, for photos - 458,252 135,156 ----- do do ---- 5

Weighted averages ...........- ..- - - ----- 13 7

-Continued

1948 rate

cents per pound and 15
percent.
a cents per pound and
71, percent.
percent - -
5 percent ................
0 percent ................
percen t ........ .........
- do --

NOE.--Above rates of duty were those actually collected on 1947 imports and the rates which would have been collected in 1948 on 1947 shipments.

1948
equiv-

alent
ad va-
lorem
rate

Percent

25. 6

9.3

5
15
30
5
5

12.
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Senator BUTLER. Thank you, Mr. Canfield.
Mr. CANFIELD. Thank you.
Senator BUTLER. We.will now call Walter W. Cenerazzo.

STATEMENT OF WALTER W. CENERAZZO, PRESIDENT, AMERICAN
WATCH WORKERS UNION, WALTHAM, MASS.

Mr. CENERAZZO. My name is Walter AV. Cenerazzo, president of the
American Watch Workers Union of Waltham, Mass. I represent a
group of local unions which are the watch workers at Waltham, Mass.,
te Waltham Watch Co., the watch workers of the Hamilton Watch
Co. in Lancaster, Pa., the watch workers at Elgin and Aurora of the
Elgin Watch Co., and the new Elgin plant in Lincoln, Nebr.

Our organization is a small group of less than 8,000 workers in a
precision industry, the American jeweled watch fild. The only com-
petition to that industry is in Switzerland, with 60,000 watch workers
with a highly developed watch machine industry.

I have been before Congress many times, and before this committee.
I have been before the House Ways and Means Committee. We have
been before administrative agencies', trying to seek relief, and at all
times we have been told "Have you been hurt"?

In other words, the only way that it is possible under this reciprocal
trade agreements program to get relief is when a company is already
out of business, or an industry has already died.

The very essence of economics is being overlooked by the adminis-
trators of this act, for they fail to realize that with a high income, na-
tional income, that an industry in this country with wages going up
and materials going up must either expand or must die. You never
stand still. You either grow or you die. You must take new techno-
logical improvements, new machinery, new ideas. You must at all
times produce more at less cost, and you must sell more products so
that you can spread your overhead.

Now, before the war the American watch industry was concentrated
only in three cities, Waltham, Mass., Lancaster, Pa., and Elgin, Ill.
Now let us take the biggest one, Elgin, Ill., and see what has happened.

Before the war that company employed about 4,500 persons under
one roof in one city. The war came along, went 100 percent precision
work for the United States and the Allies, went out of the civilian
market completely. During. that war period the wages of the industry,
of that company, which are extremely low in comparison with other
precision industries, came up to the area of Elgin rates. The company
reduced its watch production from 4,500 employees to about 2,200
employees and went into other precision instruments that were nec-
essary for the war, which the War Department and the Allies sorely
needed.

They started a new plant in Aurora for the making of new bearings
when they were no longer available to this country because the borders
of Switzerland were bordered by occupied France and the Nazis, and
they could not ship anything, any war material out of Switzerland.

That plant employed up to about 1,000 people. Then they started
a time fuse plant with 1,200. After the borders of occupied France
were freed, Elgin Watch Co. had reduced the unit cost of jewels from
$1 to 21 cents during that 11/ years that they were making jeweled
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bearings, but they could import them from Switzerland at from 3 to 5
cents apiece. So what happened? Those 1,400 people were laid off.
Jewel production was stopped in this country and the development
which had occurred up to this point was completely killed, forever lost.
The know-how was forever lost to this country.

The same thing happened in the other companies that produced
jeweled bearings, even though essential to national defense, and we
were caught with the airplane industry so sorely needing these jewels.
We scuttled that plant as far as jewel making was concerned.

The same thing happened at the Hamilton Watch plant and hap-
pened at the Bird Jewel Co. in Waltham, Mass.

Then after the war ended on VJ-day, the 1,200 people on the time
fuse were laid off, and the company started again to produce watches
for civilian use. They had been out of the market for 5 years. They
found many of their customers had gone to other Swiss watch im-
porters, and they started again. They tried to hire back their em-
ployees in the area, and the employees they found had jobs in other
industries in that area, and they did not want to come back so that
it had to go out to Lincoln, Nebr., to start a new plant, and today
there are 1,400 persons employed ifi Lincoln, Nebr.

Here is what happened in that new plant. The newest technologi-
cal improvements were put into the plant and what happened? Today
there is a dilution, of the trade. The watchmaker as we have known
him in this country inside of 2 years will no longer exist, as has been
proven by the experimentation in that plant, so that today where
you had a watch finisher doing one complete job, you now have that
job broken down into six classifications of work at lower wages,
because it is a diluted job.

That company's production to date is less than it was prewar, and
even though last year it made a high profit, it made it through the liqui-
dation of inventory and its ability to go ahead and market its product
in such a way as to make a high profit. But the number of units
which they produced were less last year than it was in any year prewar,
5 or 6 years prewar.

I take the Hamilton Watch Co. Here is a company that is owned
primarily by the people in the Lancaster area. There is no stockholder
of that company that owns over 11 percent of the stock. It is primarily
owned by people of middle class means in that area. That company
during the war made the chronometers which were so essential to the
battleships of our Nation, and the battleships of other nations in the
world. It made jewels.

After VJ-day it had a large lay-off. Its wages, too, were low prior
to the war, and have been brought up in that area. That company
found itself in the position that if it stayed at the same production,
that it had, its units cost, because of the high-wage cost that had been
brought about through the war, and I understand competition with
the other companies in the area, that if its units were the same amount,
that it would go out of business, because it would have been priced
right out of the market, so that it started in this new development of
the line which our union agreed to, this new technological improve-
ment. And what happened? Today Hamilton produces about 200,-
000 more units than it did prewar, but if a depression should set in,
the Hamilton Watch Co. would be out of business in 6 months, because
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the quick assets of that company will not allow it to go ahead and
stay in business with any type of an inventory. It will be forced to
lay off because it has had, in order to expand its production, to borrow
money from the banks, and it has had to lay in an inventory in order
to keep it going. And Hamilton is the only tCompany left which
is distributing its product through jobbers left in the United States
in the American jewel watch industry.

You take Waltham, the remaining one of the three. Here was a
company taken over by investment bankers to take over a mortgage
which had been developed during World War I, and the Fitch family,
which owned it for many many years, went in hock for $12,000,000.
Mr. Fitch had lost his son in the Black Watch during the first war,
and became very patriotic, and went overboard making timing mecha-
nisms for war. He borrowed extensively from the Kidder Peabody
group in Boston, and in 1921, they started foreclosing on him, and in
1923 a group of investment bankers moved in to run the plant.

They started cutting wages. They had a long strike lasting 6
months. No union in the plant, but the people went out on strike,
trying to resist the wage decrease that was coming on at that time.

In the 20 years that followed, the investment bankers paid them-
selves off $20,000,000 in dividends made out of that company, and
they practically wrecked the reputation of that company.

Starting in 1941, when the plant was organized, the average wage
was for women only 39 cents an hour and only 63 cents an hour for
men, no vacations with pay, no paid holidays, no pension plan, no
group insurance, the lousiest wages in New England in any precision
manufacturing plant.

Now with the war coming on, those wages have gone up. A new
company took control, new corporation, new group bought into the
company. That man that bought in had wonderful ideas of what
he could do with Waltham. His background had always been Swiss
watch importing, a former vice president of Bullova Watch. He and
his brothers were owners of the Longine Watch. He had always been
able to go ahead and become one of the best marketing experts in the
watch industry. The union cooperated in putting in new technological
equipment. We wanted to see the industry a success. We would do
anything we could.

In the 3 years that this man is there, the company has lost money
every year, because he thought he had the same bushel basket of im-
porter's profits to dig into. He doubled his advertising, he tripled
his selling cost. He sold direct to the retailer instead of going through
the jobber, and today in the city of Waltham, Mass., the employees are
working 35 hours a week, 5 hours less work per week, rather than see
a lay-off of 400 employees.

We had a crisis at Waltham less than a month ago on this issue and
the company wanted to lay off 400 people, and the union said no, we
don't want to see anyone laid off. We will go ahead and take a volun-
tary reduction in hours. And the union voted 1,167 to 27 to put in
a 35-hour week, so those people would not be laid off, and in addition to
that, took an additional week's vacation without pay, instead of having
2 weeks vacation; beginning the second of July, we will have 3 weeks
vacation, 2 weeks with pay and 1 week without pay in order to keep
the 400 persons employed.

76984-48-----29
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What has happened to the Waltham Watch Co.? It has over
200,000 watch movements in its inventory. All of the high-priced
watches which it has manufactured during the last 2 years are in stor-
age, and the low-priced watches, the ones that were selling for $39.75
and $42.50 and $45 have been gobbled up, but that is the kind of move-
ment that the company loses money on, and that is the only type of
thing that is selling.

So that the quick assets of that company have been reduced almost
$3,000,000 because of the losses of the company, and its change-over
and its stock finances, $3,000,000 lessened quick assets than it had in
1945.

The W' 1tham Watch Co. will be out of business unless something
is done to go ahead and help them financially by the RFC to keep it
going, because the banks, as all bankers are, are not willing to take a
chance with their $3,000,000 of loans in there and they will not see that
money lying in an inventory, they must liquidate the inventory so
that production of Waltham has been reduced to 1,500 watches per
day, and the company now wants to reduce it to 1,200 per day, meaning
an even further reduction in hours or a lay-off.

There is your concrete case of an industry being hurt. We have
gone to the State Department. No. 1, Waltham wants to buy new
machinery. This man Guilden had connections over there and
wanted to buy machinery. The Swiss say "We won't sell you the
machinery. It is on the restricted list. If you want to buy it, we
will sell ft on a lease basis only, and you must agree to restrict your
production to what it was prewar." That is against the antitrust
laws.

Mr. Brown, who is here, Mr. Clayton, who is here, I went to them
with Senator Lodge and explained the entire situation. Mr. Clayton
promised to do something about it when he went to Geneva. To date
nothing has been done.

They promised to negotiate. I have negotiated with many men
in my lifetime on labor contracts, and you can do it indefinitely, but
if you do not do it in good faith, how do you arrive at any conclu-
sions so that you can get anywhere.

We can not get watch machinery from Switzerland.
Second step, we want a quota put on. We want a Dean Acheson.

He saw the light in 1946, and he asked for a quota of 3,000,000. We
felt it should be reduced to 2,100,000 to give us an opportunity to
catch our breath after the year, so we could get the companies to go
ahead and expand. What happened when the quota was finally de-
termined? It was 7,700,000, not 3,000,000, as Mr. Acheson requested.

The imports have grown from an average of 2,100,000 with a maxi-
mum in the year of 1929 of 5,691,000, 20-year average of 2,100,000, to
an average of 7,700,000 since Pearl Harbor, and an industry that is
essential to national defense has seen its imports go from 2,100,000
average to 7,700,000 average, with a maximum of 10.000,000 in 1946,
almost 10,000,000 in 1946 over 9,000.000 last year, and God only knows
what it will be this year.

The jeweler who must sell the watches, and who is the pivotal point
in the sales of watches, all of the national advertising that you do
will not do any good, because the jeweler is the one that sells it. If
he sells the famous brand highly advertised Swiss watches, that he
buys for $21.50, lie can sell it fr q69.50. an Amprienn wnfeh,-hich
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he retails for $69.50, he has to pay around $37 or $38 for it, so if he
sells a Swiss watch he makes $16 or $17 more, so the outcome is that
he sells the Swiss watch.

This State Department, the Committee on interdepartmental, Fed-
eral group or reciprocity, they listen to your story, they are sympa-
thetic, but tell you very frankly, "Well if we do open the door for
the watch industry, we have to open it for everyone, so therefore we
can't open it for you, and you are not hurt."

They use charming statistics, charming economics to you. I know
that figures don't lie, but you can twist figures any way you want
them to make them sound good. The fact remains that this industry
is going to die. I say this to you, and this committee is responsible
for the future of this American jeweled watch industry.

I can go out and get another job, 70 percent of the younger people
in our industry can go out and get another job. But there are 30
percent of these people who are over 50 years of age, who have a life-
time of work at stake, a lifetime of seniority with those companies.
Where do they go from there?

'Sure the State Department can take care of the Swiss watch im-
porters, the one that makes the money, and that is not the watch-
maker in Switzerland. We have no fight with them. He is just an hon-
est God-fearing person that is working, doing the best he can, a fellow
working at the bench. He receives one-third to one-fourth the wages
that we received in this country. He can't buy an automobile. He
can't buy a refrigerator. He does not have the money to do it. But
the importer who buys that product and puts it in a case, the same
as the American watch manufacturer does, dresses it up, Bulova, for
instance, last year, with $38,000,000 worth of sales, made $3,800,000
in net profit, not gross profit.

On top of that he spent $2,400,000 for just radio time signals alone,
let alone the many pages of national advertising.

Waltham can't compete with that. Hamilton can't compete with
that. Elgin can't compete with it. The answer is what do you have to
do to get the State Department to act? I have been trying for 7 years.
I spent more money on long distance telephone calls, we have tried
the direct method of puting adverising in the newspapers, we have gone
ahead and taken our hat in hand and been humble, we have been
fresh, we have been volatile, we have gone ahead and used all of the
pressure that you can use, we have used foul language on occasion to
emphasize, we have done everything from one end of the road to the
other, and we still can't get action from the State Department.

And Mr. Brown so casually sits back in his chair and says, "Why,
the industry isn't dying. Show us some proof." What more proof do
you need? I ask any fair, impartial group of economists to come into

altham and look over the books and over the production proce-
dures at Hamilton, at Elgin, and if they can but show how that indus-
try can stand up in the future, I would like to go ahead and see it
proven to me.

I say to you I realize time is getting short, but I think it is the obli-
gation of this committee to put some safeguard in the law. I do not
care wheher it is reciprocal trade. We don't want logrolling. We
know the old system was no good, and we have not got the kind of pres-
sure that the Swiss importers have got, in that they can utilize the
Congress, who has a Member on the floor who owns stock in the com-
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panies, who can take care of them. We do not want any logrolling.
We want a fair administrative group charged by Congress with the
responsibility of doing what is right. We believe in a foreign trade
board that is capable and qualified with economists and statisticians to
find out the facts, but we don't want any kangaroo court, like I ap-
peared before, that is marked "Confidential," like the Committee on
Reciprocity held, where you come in and the chairman tries to move
everybody out in a couple of hours, and then after you get out, you
don't know what happens. They bring in the opposition. They
hold a kangaroo court session with them and nobody knows what they
recommended. We don't want any economist to make a survey like
the Tariff Commission made where they sent an ex-violinist up to Wal-
tham to make a survey. The gentleman is present in the room, and
I appreciate the fact that he made a hit-and-run session in 1 afternoon,
and he knew all about the watch industry.

We don't want that kind of a situation. We want the facts shown,
and I can say this to you, that if it is not done, we are just going to
die, and if you want to take the responsibility, it is all right with us.
We are doing our best. We have taken 5 hours' reduction in pay
at Waltham. We have not got the last general wage increase that
was given of 11 cents per hour. We are 11 cents behind, and also
another 11 cents behind in the third round. We have not gotten the
second round. The third round has started, which means we are 21
cents behind. We will be in the same position postwar as prewar,
with very low wages for high-grade mechanics, and in addition to
that, our jobs are not even there.

So if that is what you want, it is up to this Conress to decide. Here
is a concrete case that answers Senator George s argument, and an-
swers your argument, Senator Martin, as I have heard in previous
testimony. Here is a case we challenge anybody connected with the
United States Senate or the House of Representatives or the State De-
partment to disprove that our industry has not been hurt. It has been
hurt, because we are only selling 12 percent of the watches sold in
the United States, in comparison to 52 percent prewar.

Thank you, Senator.
Senator MARTIN. Mr. Chairman, I think it would be well if the

witness would explain something to us.
You stated that a jewel, I think, imported would cost 5 cents, and

one in America would cost 21 cents. I believe that was your state-
ment.

Mr. CENERAZZO. When we started there was no facilities, whatso-
ever. We started in the dark.

Senator MARTIN. I think you ought to explain to the committee the
difference in the cost.

Mr. CE NERAZZO. Only labor cost. They have women over there that
get about 18 to 20 cents an hour, and our wages were 60 and 70 cents
an hour. The difference is right there in the labor cost.

Senator MARTIN. What I am getting at, that is the thing -that the
American people fail to appreciate, the difference in the wage scales
of the country that is competing with us.

Mr. CENERAZZO. If I could take 2 more minutes of your time,
I went to South America last January, because I had heard so much
about the foreign worker not being efficient. I wanted to find out. I
had a little money saved up. My wife and I went down for 6 wA1rs.
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I went down to see what it was about. I went into Brazil, Uruguay,
Chile, and Peru and other places. I went through textile and ma-
chinery plants down there. I saw a man in a Santiago plant running
three draper looms 72 inches, making tapestry, tying in six colors
at a wage of 17 cents an hour.

In New Bedford, Mass., a man running one of those gets $1.45 an
hour. Here is the most modern plant you ever saw with parquet
flooring, with tunnels underneath the machines, brand new machinery
from Saco-Lowell, draper looms from Hopedale Whitten Machines,
and employing 2,000 employees; one shift goes on at 7 o'clock and
works until 11, go home for 4 hours, and another starts at 11 and
works to 3. The morning shift comes back and works from 3 to 11.
That is the Navy system of 4 on and 4 off.

The night shift comes on at 11 and works until 7, 24 hours continu-
ous, without a lunch or relief period, and the average wage in that
plant was 17 cents an hour, which includes 2 cents an hour attendance
bonus. They work 48 hours a week. The starting rate is 11 cents
an hour.

Senator MARTIN. How is their production per hour compared to
ours here in the United States?

Mr. CANERAZZO. I should say that it is 11/2 to 11/3 times per person
in the plant better in favor of the Chile side. They make sheets equal
to what Pepperell makes, cotton and linen cloth each under one roof.

Already there is started another plant equal to it in size where that
man is going to employ 4,000 employees within 2 years.

Outside of the outskirts of that, W. R. Grace & Co. has a plant that
is going to employ 2,500 people, all brand new machinery, and the ma-
chinery is right there, all American machinery.

It is interesting to note throughout these nations, in South America,
they won't allow anybody to buy any goods from the United States
or any other country except heavy industrial machinery and foodstuffs
that are essential. They control the dollars.

Mr. Clayton can take all of the tariffs we have and throw them right
out of the window, because we won't do a dollar's worth of business
more until they have the dollars with which to buy, and they won't
buy anything from us except heavy industrial machinery. This W. R.
Grace & Co. has 17 woolen plants which produce, and they are right
next to the wool market.

The cotton from Peru comes into Valparaiso, right in there, and
they can go ahead and manufacture. You go to Argentina, and you
will see textile plants. I saw a man in Argentina in a machine shop
cut a quarter inch cold steel on a 4-foot length roller, take a quarter inch
off that cold. I doubt if there are 50 mechanics in the United States
that can do that. He happened to be a German mechanic that hap-
pened to be working in Argentina.

When they talk about the foreign worker's productivity, it is there.
You give him diet, education, give him proper training, he has it.

I saw a little girl in San Palo at the Johnson and Johnson plant
put on labels on 10-cent absorbent cotton packages faster by hand
than you can put them on with the electrical labeling machine. I saw
with my own eyes, and I challenge anybody to disprove it. I saw a
man running 54 looms, Saco-Lowell looms making cotton, this sort
of stuff they put over baby cribs, the cloth that you put in large pack-
ages there. running 54 nf thA ai A 1- -t $65 a month for 48 hours.
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I saw nine people producing a million Tech tooth brushes a month;
two girls handle the insertions of the bristles. They can put the
bristles into the tooth brush three times faster than they can in the
plant that makes them in Watertown, N. Y.

Industrialization of the world is on the march. The worker there
can't buy anything. All you are doing is making the feudal lords
richer, and the poor are becoming poorer, because you have not
brought in a strong virile labor movement that can bring up the
standard of living of those countries.

They have unions in all of these plants, but what are they? They
are nothing, the equivalent of company unions. The union leaders
don't understand how to bargain as we do here. They don't make
consumer income out of making those products which become con-
sumer demand, which means productivity in the purchase of their
own materials. They can't even afford to buy the stuff they make.

What will happen to those goods after they become saturated in
their own markets? It means that instead of making the goods for
western Europe in the United States and exporting, it means that
they will be shipped from South America into those other markets
at lower labor costs by American-owned corporations, and there are
at least 300 of them in operation in the South American countries.

I say to you that this problem of foreign trade will not be settled
by any person like me. I am not an economist or an expert. I can
visualize what I see. It will have to be settled by intense study by
men who can devote their full time, and not just a few minutes of
their time, as busy United States Senators. There has to be a study
made of the entire program and a foreign trade developed, and the
use of quotas, the use of- bargaining back and forth, and knowing
that the country will buy from us when we sell to them, and an insist-
ence that when we give a country money for help, that they develop a
production mission and a farm mission which can utilize good ma-
chinery, and which can go ahead and till the soil of those countries.
so they can go ahead and become self-productive and the inclusion of
a bill of rights in their constitution that will guarantee the right of
free men to say what they please so they can develop a strong trade
union, which is the only method by which you go ahead and bring
capitalism to become cooperative, as is practiced in this country. I
think that is the only way that it can be done.

Senator MARTIN. I think he is quite an economist.
Senator BUTLER. I think so, too, and I am glad, Mr. Cenerazzo, that

you appeared, and stressed the importance of the jeweled watch in-
dustry to our program of the future. I believe it means much.

Mr. CENERAZZO. I can say that I know you are sympathetic, and
Senator Martin and Senator George. I can assure you Mr. Clayton
and Mr. Brown will do nothing for us, and that we will slowly die,
because they have not the moral courage to say this is an industry
that has been hurt, and do something about it.

Senator BUTLER. Thank you for appearing, sir.
The hearings will be concluded at this time until tomorrow morning

at 9: 30, when there will be a session in this room to hear an additional
statement from Mr. Clayton.

(Thereupon at 2: 15 p. in., a recess was taken until Saturday, June
5, 1948, at 9:30 a. m.)
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SATURDAY, JUNE 5, 1948

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Washington, D. C.
The committee met, pursuant to recess, at 9: 30 a. in., in room 312,

Senate Office Building, Senator Eugene D. Millikin, chairman,
presiding.

Present: Senators Millikin, Hawkes, Martin, George, Barkley, and
Connally.

The CHAIRMAN. The hearing will come to order.
Mr. Clayton, you may proceed.

STATEMENT OF WILLIAM L. CLAYTON, SPECIAL ADVISER TO THE
SECRETARY OF STATE, WASHINGTON, D. C.

Mr. CLAYTON. Mr. Chairman, I appreciate this opportunity to make
reply to some of the questions and points that have been- brought up
here by witnesses opposed to the reciprocal trade-agreements program,
and in favor of H. R. 6556. I am sorry that it has worked out so as
to bring you down for a meeting on Saturday morning.

The first point I would like to deal with is that the point has been
made that there is not very much to be done under the reciprocal
trade-agreements program, and that, therefore, there should be no
objection either to merely 1-year extension, or to having the Tariff
Commission do the job of determining what concessions might be
offered.

In answer to a question propounded, I believe by you, Mr. Chairman,
I did say that there was not now in prospect any agreements of a major
character. The basic issue, however, is not whether there is little or
much to be done, but rather that what has to be done can be done.

Under H. R. 6556 procedure it would be impossible to make an agree-
ment of any significance. In fact, there is reasonable doubt whether
any agreements could be made at all under H. R. 6556.

Although United States imports from the majority of countries
not already parties to the general agreement made last year at Geneva
are not important in our total import situation, their exports to us
are vital to them. We must be able to negotiate with them for the
purpose of arriving at worth-while agreements.

Of the 16 European countries involved in the ERP program, only 6
of them are parties to the general agreement on tariffs and trade
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negotiated at Geneva last summer. Ten of them have trade agree-
ments with the United States. Six of them have no trade agreements
with the United States.

The CHAIRMAN. Which six are those?
Mr. CLAYTON. The six are Austria, Denmark, Greece, Ireland, Italy,

and Portugal.
Under the ECA legislation, as you will recall, there is a provision

that all of the participating countries must cooperate together to
stimulate the interchange of goods among themselves and between
themselves and other countries.

The CHAIRMAN. I believe I do not have the list correctly. I have
Austria, Denmark, Greece, Ireland, Portugal. and what is the other
one?

Mr. CLAYTON. Italy.
The CHAmMAN. Thank you.
Mr. CLAYTON. As I was saying, under the ECA legislation the par-

ticipating countries will be required in the bilateral agreement which
the United States will make with each of them to cooperate among
themselves for the stimulation of the interchange of goods among
themselves, and between themselves and other countries, and cooperate
for the reduction of trade barriers among themselves and between
themselves and other countries.

These bilateral agreements have to be negotiated and executed on or
before the 3d day of July under the act. I anticipate that these
six countries with which we do not now have trade agreements will
probably come first to the United States in order to carry out the
injunction imposed upon them by this legislation to enter into agree-
ments for the reduction of trade barriers with other countries.

The CHAIRMAN. You mean to get something done by July 6?
Mr. CLAYTON. No, Mr. Chairman. I mean that after tle bilateral

agreements are made with these countries, they are then obligated
to carry out the conditions in the agreement, and that I would
anticipate that in carrying out this one condition under which they
are required to make agreements with other countries for the reduc-
tion of trade barriers, that they would naturally come to the United
States, as being the largest trading country in the world, and te
country with which they have the agreement to make a trade agree-
ment. They would naturally come to us and seek to negotiate a
reciprocal trade agreement with the United States under that bilateral
agreement and under the law.

Senator GEORGE. Not to divert you, Mr. Clayton, and aside from
this issue that we have, is that the provision that some of the European
nations are seeking to modify now, or are talking about modifying?

Mr. CLAYTON. I have not heard, Senator George that they are ask-
ing any modification of that, and I would doubt very much if they
would ask for modification of that.

Senator GEORGE. Of course, that has not anything especially to do
with this.

Mr. CLAYTON. I had not heard that any modification was asked in
respect of that provision of the law. That is a provision of the law,
and it will have to be included in the bilateral agreement.

Senator GEORGE. I understand that.
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Mr. CLAYTON. Which we make with each of these countries.
Senator GEORGE. I understand that. But there have been some

rumors that some of the European, western European countries thought
they could not undertake to go as far as the law requires them to go in
tearing down restrictions between themselves, among themselves, at
least.

Senator HAWKES. You may have in mind this little clipping I cut
out of the Washington Post. You say that this morning?

Mr. CLAYroN. I have not.
Senator HAWKES (reading):
Free Trade Taken into ERP. London, June 4.-The free-trade clause which

Britain and France both consider to be unacceptable as now drafted has been
included in the European recovery agreements proposed by the United States,
Britain and France, in particular, and the 16 ERP countries in general are
mderstood to be discussing a common approach to the United States to obtain

what they consider more reasonable terms. The British consider that as now
worded the clause would grant the United States virtual veto power over
Britain's tariff structure, in particular her imperial preferential tariff system,
which has been a prime object of the State Department attack for the last 4
years.

I might say without very much success.
The French on the other hand are concerned because the clause would in effect

pledge the various countries receiving aid from the United States to grant to each
other most-favored-nation treatment.

I thought maybe that is what you had in mind.
Senator GEORGE. It is. It is the same. That refers to a provision

in the areement, but it is based upon this section of the law.
Mr. CLAYT O. Yes, sir.
If there is any intent on the part of the Department of State to in-

sert in these bilateral agreements a provision of free trade, I am not
aware of it. I do not mean to say that it is not, but I just have not
heard of it. Of course, the law does not require that, so that if there is
such intent, these countries are complaining not against the law, which
would not require the Department to go as far as that but complaining
against the draft agreement.

However, these countries will be compelled under the law to agree to
lower trade barriers. It does not say to abolish trade barriers. The
law does not say that. The word is "lower", to lower trade barriers
among themselves and between themselves and other countries.

Senator HAWKES. How soon?
Mr. CLAYTON. Well, I do not believe the law fixes a time limit on it,

Senator Hawkes, but the agreement may do so.
Senator HAWKES. But you see, they ave agreed time and again to

do things, and then they keep saying it is impossible to do the things.
Is there going to be any provision that insists upon the doing of the
things that we believe are fair and can be done, regardless of whether
they think they are advantageous to them or not?

Mr. CLAYTON. Well, I take it there will be, and of course, in this
present matter, the United States has a powerful sanction in that if
the agreement is not performed, further aid can. be withheld.

Senator HAwK s. But that makes enemies. If I start to help you-
I have been living quite a while, you know, and have done a little bit
of helping myself-if I started to help you, when you are in distress,
and I put certain conditions on, that you do not comply with those con-
ditions, then I take that help away, I have not made a friend.
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Mr. CLAYMoN. Well, Senator Hawkes, of course, there are some risks
in all of these matters. We just have to choose that course.

Senator HAWKES. Take the least risk that has the greatest benefit for
the greatest number.

Mr. CLAYTON. That is right.
Senator HAWKES. Including ourselves, we ought to be included in

that group.
Mr. CLAYTON. That is right.
Senator HAWKES. If we are going to have some benefits.
Mr. CLAYTON. Yes.
Senator CONNALLY. Is not that the requirement that they do these

things entirely consistent with the whole objective of the plan to
stimulate and revive trade?

Mr. CLAYTON. Entirely so, Senator Connally. As I have often said,
and as you gentlemen all recognize, I am sure, recovery in Europe
waits upon a great expansion in production. Fortunately, if you
eliminate Germany and Russia, Europe is back to prewar production
in volume, but not in value, and that is not enough. Europe must
get back on the whole to at least 140 to 150 percent of prewar produc-
tion in order to effect a recovery and make herself financially inde-
pendent. This is largely because they have lost the benefit of about

2,000,000,000 of invisible exports which they had before the war in
terms of returns on foreign investments, dividends and interest, and
shipping, and things of that kind.

So that in order to make up for that loss which before the war paid
one-fourth to one-third of their total imports, they must greatly in-
crease their production, or very substantially lower their standard
of living. The problem will probably be met by doing some of both.

A great expansion in their production depends upon markets for
the goods and markets wait upon a lowering of the barriers to trade.
As we all know, Europe is divided into these little countries, many
of them smaller than many of our own States, and when you fly in
the country within a few hours you pass over four or five or six fron-
tiers. They have to lower the barriers that exist at those frontier
points and they have to lower the barriers between the countries as a
whole, and the rest of the world, or they cannot recover to a point
where they. can have a decent standard of living for their people. That
is my opinion.

The CHAIR-MAN. Is lowering tariff rates implicit in this phrase of
lowering the barriers?

Mr. CLAYTON. I take it that it is, Senator, because tariffs are tra-
ditionally one of the most important and most used barriers to trade
between nations.

The CHAIRMAN. Is a tariff per se a barrier to trade?
Mr. CLAYTON. If it is above a certain point, it certainly is, and any

kind of a tariff, Senator Millikin, is to some extent an impediment to
trade. There is no question about that.

The CHAIR-MAN. All right. Now, let us get back to my original
inquiry. A tariff need notper se prevent the importation of goods.

Mr. CLAYTON. Oh, no. Goods come in over tariffs, certainly, but
sometimes in much-restricted volume as compared with what would
come in if the tariff were lower.
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The CHAIRMAN. In other words, the tariff presents an economic
factor which must be considered in the problem of importation, and
exportation.

Mr. CLAYTON. That is right.
The CHAIRMAN. It may be highly restrictive then so far as trade

is concerned, or it may be one that can be easily surmounted so far
as trade is concerned, is that not correct?

Mr. CLAYTON. Depending upon the height of the tariff.
The CHAIRMAN. So when we talk about the obligation for a general

lowering of barriers, it means lowering those barriers where there are
excessive and repressive customs rates, and other associated devices
for the control of trade; is that not correct?

Mr. CLAYTON. I think probably that is true. The language of the
act is that they shall cooperate to lower barriers to trade. What
construction will be put on that, I do not know, but I am sure that
the only proper construction to be placed on it is that there shall be
a substantial lowering of trade barriers in order to facilitate and
stimulate the interchange of goods.

The CHAIRMAN. Would it not be a more sensible construction that
there should be a lowering of barriers wherever the barrier presents
a serious impediment to trade?

Mr. CLAYTON. Well, of course, Senator, it is going to be very difficult
to determine to what extent, if any, a barrier presents a serious impedi-
ment to trade.

The CHAIRMAN. I quite agree with you, but that is not the problem
which each country has to confront.

Mr. CLAYTON. They do. I think that the standard might well be
that where the barrier is a protective one to local industry, that is
the one that will have to be lowered so that industry in each of these
countries and productive facilities will not be expanded on the basis
of uneconomic considerations and purely on the basis of protection.

The CHAIRMAN. I come back again, after all each country will have
to judge for itself, each country then will have to judge for itself
whether its existing trade restrictions at the border are consistent with
its welfare, and whether it can afford to reduce those barriers in order
to et, let us assume, compensating advantages.

CMr. CLAYTON. I would not think so, Senator, because if you put
it on that basis, they probably will choose to go on just as they are.
I think that the United States will have to have some voice in the
determination as to whether a barrier is an impediment to trade among
these countries and between them and the rest of the world. I would
not think that the act could be properly observed by simply letting
each one of these countries make the decision themselves.

The CHAIRMAN. Each country will make it, will it not?
Mr. CLAYTON. I do not think so.
The CHAIRMAN. Is there then a plan to subject to international

control these barriers that you are talking about?
Mr. CLAYTON. I do not think so at all, Senator, but I do believe

that in using the language which the Congress used in the ECA, that
they did not intend to say that these countries shall lower such barriers
as in their opinion are impediments to trade among themselves and
between themselves and the rest of the world. It says that they shall
cooperate to lower barriers to trade.
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The CHAmmAN. Does it mean that they shall lower them according
to your opinion?

Mr. CLAYTON. I would not think so. I think that it means that
they shall lower them according to negotiation and with consultation
and consideration under the agreement that we will make with them
between the United States and the individual countries.

The CHAmmRAN. That still leaves each country in control of the
situation.

Mr. CLAYTON. I do not think so; no, sir.
The CHAMMAN. Then it does come to what I suggested a while ago,

that it will be decided by some sort of international organization. Is
that correct?

Mr. CLAYTON. No, no. I think it will be decided in accordance with
the terms of the bilateral agreement between the United States and
country X, for example. The two parties to the agreement must
decide how the agreement is to be performed.

The CHAIRMAN. That is right. But each party will be a free agent
in reaching that decision.

Mr. CLAYTON. To some extent, but not entirely.
The CHAiRMAN. To what extent will each party not be a free agents
Mr. CLAYTON. Well, I would think, Senator, that if the representa-

tives of the United States in negotiating with country X with ref-
erence to the provisions that we are discussing should be of the opinion
that country X was not in food faith living up to that provision, then
we would be justified in withholding further aid.

The CHAIRMAN. Of course, that is our decision.
Mr. CLAYTON. That is right.
The CHAIRMAN. And the other country has retained its decision.

Each country abides the consequences of its own errors; is that not
right?

Mr. CLAYTON. That is right.
The CHAiRmAN. Then that all comes back to what I said. Each

country will retain its own control over its own customs, subject to
the consequences if its actions are foolish.

Mr. CLAYTON. That is right. If it wishes to risk the breaking of
the agreement-

Senator HAWKES. Is there not something more in the picture than
that? Are we not dangling a plum out on the end of a stick to make
country X accept our judgment as to what they ought to do and what
is going to happen to our beautiful relationship we are going to try to
build up, if we force country X through dangling this plum which
seems to have more to it for the moment than resisting an effort we are
trying to make to force them to do something which they in their
opinion think is economically wrong, what is going to be the result?
They will get the money under this thing, and then they will either
have to do something or they will be definitely under control of some
international organization.

Mr. CLAYTON. May I say on that, Mr. Chairman, that this condition
that we are discussing is only one of numerous conditions that will be
incorporated in this bilateral agreement. The other principal ones,
as you know, are that country shall take every proper measure to
increase their production; No. 2 is that they shall take every proper
measure to make their money sound again. This is a more contro-
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versial question than the one we are discussing, but obviously the
United States has got to have something to say as to whether the per-
formance of the country is a good performance under that condition,
so we have this problem with respect to the whole agreement, includ-
ing the one, the provision that we are discussing here.

The CHAIRMAN. But still each country will continue to have control
of all of its sovereign rights, and if it does not make the type of agree-
ment that we want, there will not be any agreement, and that country
will have to suffer the consequences.

Mr. CLAYTON. That is right.
The CHAMAN. I want to make it very clear, you are not suggesting

that there will be any overriding authority that will be in position to
call the turn on what that country's judgment shall be.

Mr. CLAYTON. No authority except the benefits that accrue under
the agreement to the country in question. That is the only authority,
I take it, that we would have, but it is a very powerful one.

Senator HAWKES. I agree with you it is very powerful, and when
you say the benefits that will accrue to the other country, you mean
the benefits under our European recovery program.

Mr. CLAYTON. Correct.
Senator HAWKEs. I cannot think of anything more powerful than

that.
Mr. CLAYTON. I would like to point out
The CHAIRMAN. That is the plum at the end of the stick.
Senator HAWKES. That is the plum at th eend of the stick that I am

talking about.
Mr. CLAYTON. What I am saying is implicit in the whole ECA.

There is no other construction, in my opinion, that can be put upon
it, but I would like to say this about it, that the whole conception of
ECA is one of friendly cooperation between the countries, participat-
ing countries, and between the United States and those countries, and
the Congress has very properly provided for means of administration
of the act, which in my opinion will insure that every proper con-
sideration is given to every participating country in the making of
the agreement, and in the carrying out of the agreement. We have a
roving ambassador. We have special representatives in each of the
missions, the United States missions to these 16 countries. It will be
the duty of those gentlemen to see to it that all of these matters are
handled in the very friendly and very cooperative way, and that every
consideration is given to the rights and the wishes of the country with
which we are dealing. The whole matter, Mr. Chairman, rests on
that spirit.

Senator GEORGE. The whole purpose, Mr. Clayton, I may say, in
the Foreign Relations Committee, in shaping up the ECA, was to avoid
rigid rules of thumb that we would lay down, but only to seek agree-
ment in principle that would be achieved through cooperation.

Mr. CLAYTON. Exactly.
Senator GEORGE. That was the effort all the way through.
Mr. CLAYTON. Yes; exactly. And may I say that practically all

of these conditions which are included in the ECA were conditions
that these countries themselves agreed upon in advance, and presented
to the United States as the program which they were prepared to
follow.
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Senator GEORGE. They said they could move along those lines.
r. CLAYTON. That is right. As you know, I met with this com-

mittee in Paris a number of times, and was in session with them for
a considerable period of time last summer, and the early fall. Prac-
tically all of these matters of substance in the way of conditions that
they will be required to make and live up to in the act are conditions
which they themselves laid down in their original presentation to the
United States.

The CHAIRIAN. Then you can put it this way, that there is no-
I am quite sure it is implicit in what Senator George has said-that
we have no policy of coercing any nation into any arrangement that
is contrary to its own interests.

Mr. CLAYTON. Certainly we have not, Senator Millikin.
The CHAIRM1AN. And that they are at complete liberty to protect

their own interests as they see fit, and if that involves undesirable
consequences, that is what goes with any free choice.

Mr. CLAYTON. If in our opinion that should be a desire to protect
individual producers within the country to the harm and the hurt
of the area as a whole, the national interests and the international
interests of the 16 participating countries, I think we would be com-
pelled to overrule it, at any rate say, "Well, you are acting here con-
trary to the spirit of the whole matter, contrary to your proposal of
the way in which you would act and we are sorry but this agreement
is at an end."

The CHAIRMAN. We have allowed our noses and teeth to get pretty
long, have we not?

Mr. CLAYTON. Well, Senator Millikin, that of course is a rather
unique way of putting it. But I can only say that a great deal has
happened in the world in the last 30 years, and we have been placed
in a position of outstanding leadership in the world; for over a century
Great Britain leld the reins of world leadership, and now we have
been cast in that role, whether we like it or not. There are many things
about it which we do not like. It makes us uncomfortable and we are
not used to it, but nevertheless there we are, and we have to accept
t or reject it.

The CHAIRMAN. It is a question of the wisdom of wise leadership.
Mr. CLAYTON. When you get into details of leadership, then it is a

question of .wisdom, of course. But my point is that in the statement
which you made, that we have certainly by circumstances over which
we had no control been cast in this role of leadership in the world,
and we have to accept it or reject it.

The CHAIRMAN. I do not know of a person in the Congress; there
may be some, but I do not know of a person in the Congress who does
]Lot recognize that like it or not we have been thrust into a role of
leadership.

Mr. CLAYTON. Yes, sir; I think that is probably right.
The CHAIRMAN. That does not in and of itself solve any immediate

problem that comes before us. That problem requires that we solve
the problem under principles of wise leadership or our leadership
becomes a curse for the world, rather than a blessing.

Mr. CLAYTON. That is right, sir.
Senator CONNALLY. Mr. Clayton, .while Senator Millikin was bring-

ing out the point on an overriding authority that would impose, its
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will on these nations, there is no such mechanism in the act or in your
plans, of course, but there is, however, tremendous moral influence and
moral pressure on these countries when they have come to us with out-
stretched hands and say, "We want you to do something," and we are
willing to do these things, and then if they digress from that plan,
why, we can with great force say, "Here, you are going to wreck the
whole plan if you ao not go along with these bilateral agreements, or
make this bilateral agreement, or unless you carry out the purposes
of this whole plan," and the pressure no doubt of the other nations,
other than the one that wanted to depart, would have tremendous
effect, would it not?

Mr. CLAYTON. Yes, indeed.
Senator CONNALLY. I think it would be more compelling than some

overriding authority.
Mr. CLAYTON. Much more. I do not want to prolong this part of

the discussion, but I would like to point out that we have to remember
the genesis of this whole matter. It was in the speech of June 5 of
Secretary Marshall at Harvard last year, and he made it very clear
that the United States could not proceed in this matter until Euro-
pean nations themselves got together and formulated a program of
European recovery. That is exactly what they did in Paris, and all
of these matters of substance, practically all of them that are included
in the act, are matters which they themselves agreed upon in Paris
that they would do.

I think that Senator Connally's point that the pressures within
that organization of those 16 nations will be greater than our own,
that is very true, and I saw it working there in Paris last summer.
Time and time again, when one or two or three nations would hold
back on this or that point, the pressures of the others on them were
so great that they came to agreement.

The CHAIRMIAN. That follows naturally; according to human na-
ture, from any debtor position, the debtor has to get the money, he
has to conform if he wants the money, to the creditor's terms. Let
me amplify that a little bit.

The start of this went far beyond General Marshall. The start of
this may perhaps be identified with the pressures which we started to
exert when we canceled our lend-lease agreements for at that time
we definitely tied up a lot of these programs with those cancellations,
and in every succeeding thing that we have done to help Europe, I am
not complaining about it, I am just stating facts, in every succeeding
thing that we have done, we have used our monetary position to get
cooperation in what we think are the best plans for world advance-
ment.

I make it a point to read quite a few foreign publications; there
is not the slightest doubt but that many of these paper cooperations
that we have are not one whit more than that, because these debtors
feel that they have had to cooperate, which is not the right word, to
go along if they wanted to get our money. I suggest that basically
unless we can pull it out of that atmosphere, all of these things that
we are doing will collapse for that very reason. No nation, and I call
on history to bear witness to what I am saying, no nation will long
continue to do anything, to observe any agreement, that is contrary
to its interests.
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Senator BARKLEY. Would you like to comment on that statement
before I ask you something?

Mr. CLAYTON. No.
Senator BARKLEY. Is this not the practical situation: Regardless of

philosophical and metaphysical approaches to it, whether it originated
in General Marshall's mind or in somebody else's mind, who did not
say anything about it until the general spoke, these countries asked for
this aid. We had the right to fix the terms on which we would grant
it. We have done that in the law which Congress passed.

One of those terms requires that all of them engage in a cooperative
process to level off to some extent barriers that have traditionally and
historically existed among them so that if we put money into a given
country to establish a factory, it will have a market for what it pro-
duces. It would be certainly uneconomic for us to let some country
have money to build factories to produce anything that it could not
sell, and in order that it might find markets for what it produces out
of the money furnished, they are to agree that they will undertake in
this cooperative way to facilitate trade among those countries, so that
there would be a market for their products, and thereby be economical
and productive and constructive to engage in the enterprise to make
it so.

If any country refuses to do that, why, of course, they run the risk
of having the aid withdrawn or discontinued. Obviously, we could
not in wisdom and in good conscience agree by any law that Congress
enacted, it seems to me, to make loans to those countries for recon-
struction purposes, I am not talking about that part that goes to relief,
but for reconstruction purposes, unless there is a reasonable chance
that that reconstruction is to be economically sound, and in order to
be economically sound, it has to find an outlet for its products.

Is that not one of the basic reasons why we inserted that into the law?
Mr. CLAYTON. Yes, sir. It certainly is, and, of course, I suppose

these countries would be delighted to get this assistance without any
conditions, but it would not be wise for us to give it to them without
conditions which we feel are in the interests of recovery, because that
is the way we are all aiming. That is the purpose.

The CHAIRMAN. I would not for a moment suggest that a creditor
does not have the right to impose reasonable conditions on his loan, or
that a donor does not have the right to impose reasonable conditions.
I would like to examine just a little further this business of lowering
barriers. That is what touched us off on all of this.

Mr. CLAYTON. Yes, sir.
The CHAIRMAN. Is it your contention that there must be a general

across-the-board lowering of barriers, whether or not they present
any substantial impediment to trade?

Mr. CLAYTON. No, sir; it is not, because the object is to reduce the
barriers to the exchange of good.

The CHAIRMAN. And to reduce barriers which make substantial
impediments to trade.

Mr. CLAYTON. It all depends, Senator Millikin, what you mean by
substantial. I would like to speak of my knowledge.

The CHAIRMAN. What I am getting at is, I think I have put it
rather clearly, are you contending that the obligation to lower bar-
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riers means lower all barriers, irrespective of whether there is a sub-
stantial impediment to trade in particular cases?

Mr. CLAYTON. Of course, Senator Millikin, this is a matter that I
have nothing to do with- and I will have nothing to do with the admin-
istration of the act, but I can only give you my own personal opinion
that the intention is to lower barriers which are at present restrictive.

Senator CONNALLY. Which are barriers.
Mr. CLAYTON. Which are barriers; yes, which are restrictive of the

exchange of goods.
The CHAIRMAN. By restrictive, you would say in a substantial

sense, would you not?
Mr. CLAYTON. I do not like to use that.
The CHAIRMAN. Leaving the definition of substantial to the parties

and to practice.
Mr. CLAYTON. The law does not say so.
The CHAIRMAN. If you do not put that on. then we are all prepared

to agree that any custom, any tax of any kind carries a certain amount
of restriction, and that drives you to the proposition that there must
be a willy-nilly across-the-board reduction, regardless of restriction.

Mr. CLAYTON. I take it, Senator Millikin, that the administrators
of the act, the ambassador, the roving ambassador, and the special
representatives, and Mr. Hoffman, will construe these provisions, not
only this one, but others, in the light of reason.

The CHAIRMAN. Does not the light of reason tell you that that is
not a general across-the-board arbitrary reduction of all customs, but
that rather it does contemplate a reduction of customs which present
substantial impediments to trade.

Mr. CLAYTON'. It does not say substantial. It says lower barriers
to trade. It is conceivable that some country might have its tariff
so high on all dutiable articles that the whole business ought to be
lowered across the board.

The CHAIRMAN. I agree. I agree. Other countries might have
some items of that kind, and some which cannot be characterized as
that kind.

Mr. CLAYTON. That is right.
The CHAIRMAN. So that when we say lower barriers, I think it is

very important that we have this clear, when we say lower barriers,
are we talking about across the board arbitrary lowering of all bar-
riers, or are we talking about lowering those that present substantial
impediments to trade?

Mr. CLAYTON. We are not necessarily talking about a lowering
across the board, and that is something that we have never done in the
United States under the Reciprocal Trade Agreements Act. We have
administered it in a way to lower barriers on a selective basis, highly
selective basis, and that basis that has been very carefully considered
and worked out. I think that in many cases European countries have
tariffs for revenue only. They are understood to be tariffs for revenue
only on certain articles, but they are usually articles which do not
compete with domestic production. In the case of competition with
domestic production practically every one of them has got protective
tariffs.

I think under this law those tariffs will have to be lowered.
'76984-48---80
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The CiAtAN. Above the for-revenue-only level, assume a measure
of protective intent, but assume that such level is not a substantial im-
pediment to trade, would that have to be lowered?

Mr. CLAYTON. I think that that is a decision which the administra-
tive act will have to make. The act does not say lower substantial
barriers.

The CHAIRMAN. Mr. Clayton-
Mr. CLAYTON. It says lower barriers.
The CHAIRMAN. You have imported this provision about lowering

barriers into this discussion, and you say that it has relevance to the
immediate problem before us. Therefore, it is our duty to find out
whether it does have relevance and to find that out, we have got to
determine what is meant by lowering barriers.

Now, if there is leeway in here against an arbitrary across the board
lowering, regardless of whether there they are substantial impediment
to trade, we are right where we started. The matter before us is not
affected by that kind of an argument. On the other hand, if you are
contending that the Congress has already declared a policy that all
customs shall be lowered across the board, regardless of whether they
present a substantial impediment to trade, then we have a very im-
portant element to consider here.

Senator HAWKES. Will you let me put one more thing to what you
have got, because I may be all wrong, but I think you have got to
think about something in addition to substantial impediment to trade.
I think you have to bring in there a meaning that the thing is not
necessary to protect and preserve an industry already established
within the country. I would like to go that step further, because I
cannot conceive of our building any friendship in the world if we are
going to, through offering money, by buying the action of nations, if
we are going to destroy proper tariffs for the protection of established
industry.

I look at the thing exactly as you do, but I go that step farther.
The CHAIRMAN. If I may say so, Mr. Clayton, unless you have a

background policy that conflicts with the policy of Congress, I do
not believe that we propose to reduce any barriers merely to be
reducing barriers. I believe we mean to reduce barriers under the
present policy where they present an impediment, a substantial im-
pediment to trade. 1 am not arguing that one way or the other. But
I suggest we have not committed ourselves to just lower all tariffs all
the way across the board, have we?

Mr. CLAYTON. No, sir.
The CHAIRMAN. So we cannot ask other nations to do that, which

we have not adopted as our own policy.
Mr. CLAYTON. I do not think we ask them to lower barriers across

the board, but as to what we will ask them to do, Senator Millikin,
uder the bilateral agreement that we will make with each country
is a matter for decision of the administrator of the act, in consultation
with the other party to the agreement, and I cannot predict what
his decision will be, and he cannot predict it, I am sure. He would
have to make the decision on the basis of the facts in each individual
case.

The CHAIRMAN. All right. That answer is entirely agreeable to
me; but since you have brought in the alleged importance o the point,
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you should be prepared to interpret what the language means. But
pass it.

Now, as to Austria, we have not yet made a peace treaty with Austria.
Mr. CLAYTON. No.
The CHAIRMAN. As to Denmark, Denmark heretofore has rejected

our overtures for a reciprocal trade agreement, has it not?
Mr. CLAYTON. If they have, I do not know it.
The CHARMAN. We have approached Denmark on several occasions

in the past.
Mr. CLAYTON. I would like to ask Mr. Brown about that.
The CHAIRMAN. We have never made any deal.

STATEMENT OF WINTHROP G. BROWN, DIRECTOR, OFFICE OF IN-
TERNATIONAL TRADE POLICY, STATE DEPARTMENT, WASHING-
TON, D. C.

Mr. BROWN. I do not think so, Senator. I would have to check
that. I do not think so.

The CHAIRMAN. Why has Denmark been left out? Denmark is a
very important exporter of dairy products.

Mr. BROWN. Yes, sir; but there are certain limits on what you can
do and we have been very busy, and we have not been able to cover
all of the countries.

The CHAIRMAN. Was Denmark invited to Geneva?
Mr. BROWN. No, sir.
The CHAIRMAN. We did not invite them?
Mr. BROWN. No.
The CHAIRMAN. Did they ask to come?
Mr. BROWN. No.
The CHAIRMAN. So that as of the time of the Geneva agreements,

there was no heat on either side for reciprocal trade agreement with
Denmark.

Mr. BROWN. Not at Geneva. We selected important nations, as
many as it was felt could be dealt with in that particular negotiation.

The CHAIRMAN. So that you have relegated Denmark by that de-
cision to an unimportant position in this.

Mr. BROWN. Not necessarily.
The CHAIRMAN. It follows from what you said.
Mr. BROWN. No.
Senator HAWKES. Did we invite any other people to Geneva who did

not request to come?
Mr. CLAY'ON. We did not ourselves invite anybody. The United

Nations issued the invitation. It was a UN conference, and the idea,
Senator Hawkes, was to get together a certain number of nations, the
number at first I believe was 18, finally expanded into 23, that would
be properly spaced geographically over the world, and that would
represent a substantial amount of the international trade of the world,
and one of the purposes was to have those nations go over the charter
which was developed at the London Conference, which took place in
October 1946, and to see if they could come to agreement on that
draft charter.

And in connection with that, these negotiations took place between
these 23 countries for the reduction of tariffs. But I want to make it
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clear that this was a United Nations conference, and it was not ex-
pected in the beginning at all that all of the nations of the world would
be invited. We wanted a relatively small number, but properly spaced
geographically and having reference to their international trade.

The CHAIRMAN. Denmark did not ask to come to Geneva.
Mr. CLAYTON. Not that I know of.
The CHAIRMAN. And we did not invite her to come.
Mr. CLAYTON. The invitations were issued by the United Nations.
The CHAIRMAN. The United Nations did not invite her to come.
Mr. CLAYTON. I believe not; that is right.
The CHAIRMAN. As to Greece, we have discussed Greece already.
Mr. CLAYTON. Greece; yes, sir.
The CHAIRMAN. Ireland; was Ireland invited to Geneva?
Mr. CLAYTON. No, sir.
The CHAIRMIAX. Has Ireland opened any negotiations for a trade

agreement?
Mr. CLArroYN. No. sir; they have not.,
The CHAIRMAN. Have we opened negotiations with her?
Mr. CLAYTON. I believe not.
Mr. BROwN. No.
The CHAIRMAN. As to Portugal?
Mr. CLAYTON. Portugal was not invited to Geneva, and Italy was

not invited.
The CHAIRMAN. So with Austria, we could not make an agreement

with her now because we have no peace treaty. Denmark has not
asked for agreement, and we have not asked her for one. The same
is true as to Greece, or have we opened negotiations with Greece?

Mr. CLAYTON. No, sir, we have not opened negotiations with any
of these countries.

The CHAIRMAN. What is the status as to Ireland?
Mr. CLAYTON. We have not opened-
The CHAIRMAN. Ireland was not invited to Geneva?
Mr. CLAYTON. No, sir.
The CHAIRMAN. So that these nations except Austria and Italy,

with which at the time we could not have made an agreement, these
nations were considered so unimportant geographically or trade-wise
they were not invited to Geneva, is that correct?

Mr. CLAYTON. I would not say that, no, sir, I would not say con-
sidered unimportant. The nations were selected for their relative
importance, and for their geographical location, and the different
interests that they represented, and the volume of international trade
which they did.

The CHAIRMAN. Does Lebanon, for instance, have greater trade im-
portance than Denmark or Greece or Ireland or Portugal?

Mr. CLAYTON. Lebanon, no, certainly not.
The CHAIRMAN. Of course not.
Mr. CLAYTON. Lebanon was selected largely for geographical

reasons.
The CHAIRMAN. The Grand Duchy of Luxemburg.
Mr. CLAYTON. Of course it is very small, very small in international

trade, but the idea was to get some small countries in, too.
The CHAIRMAN. Burma.
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Mr. BROWN. The Grand Duchy of Luxemburg is in the customs
union with Belgium. It had to be included if Belgium was included.

The CHAIRMAN. I have no objection to it.
Mr. BROWN. I just wanted to explain the reason for that.
The CHAIRMAN. I am glad she was included, and a little bit curious

to know why these others have not been included.
Mr. CLAYTON. As I say, we started out with the idea of having about

18 or 20, and finally expanded as these things always do to 23.
The CHAIRMAN. Ireland. We have not invited her into an agree-

ment, and she has not asked for one.
Mr. CLAYTON. She probably will as soon as she signs this bilateral

agreement. And Austria also, you make the point that we have not
got a peace treaty with Austria. We are going to have a bilateral
agreement with Austria in a short time.

Senator BARKLEY. Although Austria is occupied, and the govern-
ment is handicapped, Austria does have a government.

Mr. CLAYTON. It does.
Senator BARKLEY. Different from Germany; it does have a govern-

ment of its own.
Mr. CLAYTON. That is right.
Senator BARKLEY. And it could enter into an agreement.
Mr. CLAYTON. We are going to enter into one with Austria pre-

sumably between now and the third of July under the ECA, and if we
do that, I see no reason why we could not make a reciprocal trade
agreement also.

The CHAIRMAN. How about Portugal?
Mr. CLAYTON. There is no reason why we should not make an agree-

ment with her.
The CHAIRMAN. She was not at Geneva.
Mr. CLAYTON. No.
The CHAIRMAN. She was not invited. She did not ask to come.
Mr. CLAYTON. Not that I know of.
The CHAIRMAN. And now what are our present commercial rela-

tions with Italy? What do they rest on?
Mr. CLAYTON. I do not quite understand that, Senator. Of course

we have a peace treaty with Italy, and we are carrying on normal com-
mercial relations with Italy, and I feel sure that Italy, as soon as this
bilateral agreement is out of the way, will be one of the first countries
that will want to make a reciprocal trade agreement with us.

The CHAIRMAN. How many items of trade would you say are in-
volved in the whole "kit and kaboodle" of these nations that you have
mentioned.

Mr. CLAYTON. There is quite a bit. We do quite a large trade with
Italy.

The CHAIRMAN. What is the total trade of all of these countries?
Mr. CLAYTON. I am sorry I could not give it to you. I do not

know.
The CHAIRMAN. It is inconsequential compared to what you did at

Geneva, is-it not?
Mr. CLAYTON. I would not call it that.
The CHAIRMAN. It is relatively small.
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Mr. CLAYTON. It is much smaller, of course, than what we did at
Geneva, but the point is, Senator Millikin, that we would like to
include as many friendly countries in the world as we can in the multi-
lateral agreement that we made at Geneva under the reciprocal trade
agreements program. We would like to include as many as we can.

The CHAIRMAN. But I assume that you mentioned these nations here
with the idea in mind that the fact that we might or might not make
agreements with them has some bearing on the length of extension
and on the mechanics to be used in making a trade agreement; is that
not correct?

Mr. CLAYTON. Oh, Senator, I only mention these particular six
countries because they are the six countries included in the ECA which
we have no reciprocal trade agreement with, and presumably since
the ECA requires these countries to make reciprocal trade agreements,
presumably they will want to make them with us.

The CHAIRMAN. Do you believe that if this new burden were i-
posed upon the Tariff Commission, and assume that all of these coun-
tries came in tomorrow, and that we started dealing with them to-
morrow, that the Commission would be inadequate so far as getting
the necessary facts is concerned, and so far as making recommenda-
tions is concerned?

Mr. CLAYTON. I think under H. R. 6556, which imposes on the Tariff
Commission one criterion only that there would be great delay, but
it is not so much the question of the delay that I object to. I object
to the whole principle involved. I think that H. R. 6556 is a bill which
will have the effect of practically scuttling the whole reciprocal trade
agreements program, and I think, Senator, that I only have to refer
to the array of witnesses who have appeared here who have always
practically all of them been against the reciprocal trade agreements
program, but who are now heartily for H. R. 6556. I think that I only
have to make that statement to show that in their minds also H. R.
6556 will kill the reciprocal trade agreements program.

The CHAIRMAN. Well, you are entitled to your own conclusions, but
I do not think it follows from that at all that if you pass this bill it
will kill the reciprocal trade agreements, because we again and again
have challenged witnesses to show how it would kill reciprocal trade,
and no one yet has come up with an explanation, including the very
fine witness that we have this morning.

Mr. CLAYTON. Thank you, sir.
The CHAIRMAN. Let me make a clincher. Then you did not bring

these countries into your testimony to make an argument that it would
be beyond the facilities provided by this bill that we are considering
if you did go ahead and make agreements with them.

Mr. CLAYTON. I only brought them in as one example of countries
that we should have agreements with, and that I anticipate will apply
to us shortly for the purpose of negotiating an agreement.

The CHAIRMAN. I have drawn this out to unwarranted length, be-
cause I thought you were attaching special significance to it.

Mr. CLAYTON. A statement has ben made here that because our aver-
age tariff in 1947 was only 15 percent, that no more reductions in United
States tariffs are possible. Of course, the fact that the average tariff
on dutiable imports is now down to 15 percent is due not only to agree-
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ments which have been made under the reciprocal trade agreements
program, making concessions in our import tariffs, but is due in very
large measure to the very high level of prices which we now have. A
substantial part of our duties on imports in point of value are what we
call specific duties, so much a pound or so much a yard, or so much a
ton, so that with the great advance in prices which has come, the per-
centage that those duties bear to the value of the product has been
greatly reduced thereby.

But I would like to say that this average is made up of duties that
range up to over 100 percent. The Department of Commerce at the
request of the chairman of a subcommittee of the House Ways and
Means Committee, placed in the record a memorandum of duties which
are still high. I will not refer to more than a few of the items.

For example, alloy cutting tools are still 60 percent. Magnesium
sulphate is 62 percent of the value. Artists colors are 70 percent.
Glass tubes and rods, 65 percent. Tungsten materials, 65 percent.
Pistols and revolvers from 78 to 124 percent of value. Lead and lead
ores run from 34 to 114 percent.

That is just a few. Pyridia oil is 70 percent. Casein is 98 percent.
I mention those as a few of the items which have pretty substantial
rites of duty.

Senator BARKLEY. The average duty on dutiable goods was 15 per-
cent, is that correct?

Mr. CLAYTON. Fifteeen to sixteen percent, the average.
Senator BARKLEY. What was it under the act of 1930, those same

things?
Mr. CLAYTON. It was, in 1932 and 1933, 52 percent, the average was

52percent.
Senator BARKLEY. What year?
Mr. CLAYTON. In '32 and '33. I remember that year.
Senator BARKLEY. That was under the act of 1930?
Mr. CLAYTON. Yes, sir; it was under the act of 1930.
Senator BARKLEY. Where there are specific duties on an article, that

sold for 25 cents a pound, we will say, and it might represent 25 per-
cent duty. If that article goes up to 50 cents a pound, that automati-
cally reduces the percentage rate?

Mr. CLAYTON. That is correct.
Senator BARKLEY. To 121/ percent?
Mr. CLAYTON. That is right.
Senator BARKLEY. So you would have to consider the relative price

at any given time to determine what the percentage tariff is, if it is
a specific duty, as many of the duties are?

Mr. CLAYTON. That is correct.
Senator MARTIN. Mr. Clayton, do you happen to know the com-

parison of finished products like fabrics, glassware, pottery, cutlery,
and things like that, compared to 1930?

Mr. CLAYTON. No, Senator Martin, I have not it readily at hand. I
could supply it for the record if you would like to have it.

Senator MARTIN. I think it would be rather helpful if we could
have that.

Mr. CLAYTON. Yes, sir. I will be glad to supply it.
(The information is as follows:)
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Average ad valorem rates of duty on imports of dutiable merchandise into the
United States, total, and by tariff schedules, 1932

Percent

Total, imports of all merchandise -------------------------------- 59

By tariff schedules:
Chemicals, oils, and paints ----------------------------------------- 44
Earths, earthenware, and glassware ----------- 54
Metals and manufactures ------------------------------------------ 38
Wood and manufactures ------------------------------------------- 22
Sugar, molasses, and manufactures-------------------------------- 166
Tobacco and manufactures ----------------------------------------- 82
Agricultural products --------------------------------------------- 48
Spirits, wines, and other beverages --------------------------------- 36
Cotton manufactures ------------------------- 48
Flax, hemp, jute, and manufactures --------------------------------- 31
Wool and manufactures ------------------------------------------- 84
Silks and manufactures -------------------------------------------- 59
Rayon and other synthetic textiles and manufactures -------------- 60
Papers and books --------------------------------------- 27
Sundries --------------------------------------------- 40

Senator HAWKES. Before you go ahead, could you give us reason
why the duty on those certain items you read have remained at that
high point? Is there a good reason for it or do you contend that it is
too high ?

Mr. CLAYTON. I certainly would not express any opinion without
investigation, Senator Hawkes, whether the duty is too high or not.
I only say that it is high. I mean it is high in the matter of percentage
of the value of the commodity. When you get a duty of over 50 per-
cent of the value of the commodity, I think we can properly say that
that is a high duty; and all of these that I mentioned were over 50
percent. As to why they have not been brought down, we just have
not been able under the Reciprocal Trade Agreements Act, particu-
larly with the war taking up 4: or 5 years. 5 or 6 years, we have not
been able to cover all of the items, of course, in thee tariff law.

Senator HAWKES. The reason I asked you that question, you know,
of course, without our taking up much time, the argument about the
'atch works made in Switzerland, and you have had to limit the
number of those imported because you could not pay the wages and
do the things in this country and bring watch works in under the
conditions that existed abroad, and I just was wondering where a
tariff has remained up to 100 percent or more, I was just wondering
if you knew the reason why. That may be there is a perfectly good
reason of it may be too high.

Mr. CLAYTON. I would say that in the case of these very high rates
that we just have not yet come into negotiation with countries that
are principally or principal suppliers of those products, so they have
not been dealt with.

I will deal with the watch question a little later, if you do not
mind.

Senator HAWuES. Thank you.
Mr. CLAYTON. It has been claimed here, Mr. Chairman, that the

general agreement on tariffs and trade entered into at Geneva has the
effect of establishing the ITO for the United States without con-
gressional approval. There is no warrant in that claim, Mr. Chair-
man. The ITO contains 106 articles. Of these, only 24 are repeated
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even in part in parallel articles of the Geneva agreement. The ITO
deals in long chapters with questions of cartels. There is nothing in
the Geneva agreement that has to do with cartels. It deals with com-
modity agreements. There is nothing in Geneva having to do with
commodity agreements, and, of course, there are long provisions deal-
ing with the organization of the ITO itself. There is nothing of that
character in the Geneva agreement. The Geneva agreement does cover
general provisions of commercial policy, all of which can be justified on
the ground that they are necessary to implement and make effective
the tariff reductions which were made in the Geneva Agreement.

The CHAIRMAN. You are taking a long jump there, Mr. Clayton.
Mr. CLAYtonx. I am just telling you, Mr. Chairman, what I have been

informed by our counsel. The questions of subsidies on exports, ques-
tions of import quotas, questions of exchange and things of that kind
which are included in the general provisions which we deemed were
necessary to place in the agreement in order to prevent, by subterfuge
or otherwise, an escape from the tariff reductions that were made.

The CHAIRMNAN. Let me ask you this question. I am going to ask
you a narrow question. Is there a word in the Reciprocal Trade Agree-
ments Act or in the act of 1930 that expressly authorizes you to make a
general agreement of the type that you have made?

Mr. CLAYTON. I do not think that it is expressed perhaps; no,
probably it is not expressed, but I think it is implied. I think it is
implied.

The CHAIRMEAN. I just wanted to get it buttoned down in the record
that there is no express authorization to do this. You say that it is
implied.

Mr. CLAYTON. I do not say categorically that it is not expressed in
general language, because I am not a lawyer, and I would not like to
pass on that, but I do say, Senator Millikin, that it is implied, because
I think that the Congress would expect that if we made an agreement
with a foreign country under'which they reduce their tariffs on our
exports to them, we would want to make sure that we had provisions
of a character which would not permit an evasion of that agreement by
some other collateral or subordinate matter, and that is what we have
tried to do in the general agreement.

The CHAIRMAN. You understand the implications' of the implication
which you draw from the Reciprocal Trade Act. In other words, you
are saying that you have a grant of power to make reciprocal trade
agreements, but that grant of power enables you to cover all the rest of
the economic field in order to protect that grant of power, and that has
brought you into the importation into your reciprocal trade agree-
ments of numerous subjects which have traditionally been the subject
of conventions and treaties in this country. In other words the impli-
cation of your doctrine is that you can cover the whole earth with any
kind of agreement that you want to, if in your judgment it protects the
trade agreements which you are expressly authorized to make?

Mr. CLAYTON. I do not think so at all, Senator. The act does not
authorize us to cover all matters of economic international relations
with the country that we are negotiating an agreement with, and we
have not done so. In the Geneva agreement we have only covered those
matters which in our opinion were necessary in order to make the
agreement effective. I will give you an example. By a stretch of the
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implications of the act we might have included in the Geneva agree-
ment, and we did not, provisions with regard to cartels.

We have here in the Geneva Agreement and agreement between
governments that they are to do certain things. They are to reduce
these tariffs and they agree that they will not evade that commitment
by some other action which they take. It is possible for private busi-
ness arrangements which we call cartels to override and to supersede
the agreements between governments.

We might have stretched the thing a little and included in the
Geneva agreement a chapter on cartels providing that the signatory
governments were to see to it that international cartels would not
maintain their situs in the country of the signatory and that if they
were acting in a way to vitiate this agreement by private arrangements,
that the signatory country would make the proper action under their
laws against that sort of thing, but we did not do that.

The CHAIRMAN. This morning, in response to a request that was
made to you the other day, we were handed this memo, and first I
would like to congratulate the author in confining it to 3 pages.

Senator HAWKES. Before you get into that, may I ask Mr. Clayton a
question?

The CHAIRMAN. Surely.
Senator HAWKES. You said you were not a lawyer, and I admit I

am not a good lawyer; although admitted to the bar, I have never prac-
tised. In conducting your negotiations at Geneva you must havetalked to some good lawyers in the State Department who were sur-
rounding you as to whether you had this express authority in any way
to proceed to do the things you did at Geneva. I am just wondering
what those lawyers told you, because certainly I know you are an able
businessman and I know you must have conferred with some good
lawyers.

The CHAIRMAN. I am just coming to what they told him.
Senator HAWKES. I did not know that.
Senator BARELEY. Are there copies of that?
The CHAIRMAN. This was hastily prepared, and this is all we have.
Senator BARKLEY. Just one.
The CHAIRMAN. It just came in. The first general proposition is,

and this is very significant:
The basi& authority for inclusion by the President of the general provisions in

the general agreement on tariffs and trade is derived from his constitutional
authority to conduct foreign relations and conclude international agreements.
In addition, express or implied authority for the inclusion of most of these gen-
eral provisions may also be found in the language of Trade Agreements Act.

Senator HAWKES. May I ask you this question, so we can listen to
that intelligently? Who made that statement just read?

The CHAIRMAN. Who made this?
Mr. CLAYTON. It was made by the approval of the counsel of the

State Department.
The CHAIRIAN. My memory is, and I have not had time to check

it, that in our hearing a year ago, we were assured that the President
would not assert any of his general powers to make international agree-
ments to the extent that he has such powers in connection with this
subject matter.

Mr. CLAYTON. I do not know about that, Senator.
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The CHAIRMAN. I may be wrong, but I shall look back into the rec-
ord, because I remember I believe you and I had quite a little discus-
sion as to whether these subject matters would be covered under the
alleged claim of the President to make agreements that did not have
to come back to Congress, or just how you were going to submit agree-
ments of this kind, including ITO; and in that connection, I say I
may be wrong, but my memory is that it was very affirmatively asserted
that the President would not fall back on that claim of power to do the
things that have been done.

Mr. CLAYTON. Senator Millikin, I remember very well those discus-
sions, and I think the only commitment I gave you was, I know you
cautioned me that we should be careful at Geneva not to include mat-
ters that, in the general agreement, on tariffs and trade, that we were
proposing to negotiate there, that we should not include matters which
were not germane and which might be considered in the nature of the
treaties; and I assured you that we would take the best legal advice
we had, and that we would not include those matters, and I think we
have carried out that commitment.

The CHAIRMAN. Now then, following that statement of principle;
there are authorities cited to the "general executive agreement au-
thority." Then we come to the next part as to express trade agree-
ments authority:

The Trade Agreements Act authorizes the President in broad language to pro-
claim such modifications and continuances of the existing treatment accorded to
imports as are required or appropriate to carry out a trade agreement concluded
under the act. Obviously, this broad authority includes the power to make effec-
tive general provisions not inconsistent with existing legislation which are neces-
sary to prevent any party to the agreement from seriously impairing tariff con-
cessions accorded in the agreement, and such general provisions designed to safe-
guard tariff concessions clearly come within the authority granted by the act.

Certain of the general provisions are more specifically authorized as, for
example, paragraph 1 (b) and 2 (a) of article II for the general agreement
providing in a qualified manner for a binding of all duties, other than ordinary
customs duties, or charges of any kind imposed on or in connection with the
importation of articles on which concessions have been granted as to ordinary
customs duty. The importance of a binding of the excise treatment of articles
upon which trade agreement concessions are granted was recognized in the com-
mittee reports on the original trade agreements legislation in 1934 (73d Cong., 2d
sess., H. Rept. 1009, 15).

Finally, the protocol of provisional application of the general agreement, under
which the agreement is now being applied by the United States, clearly states that
part 2 of the agreement, which includes most of the general provisions of a snb-
stantive nature, shall not apply in any case in which such application would be
inconsistent with existing legislation.

We went into this so completely a year ago that I have scrupulously
refrained from elaborating on it in this particular hearing. You have
stated clearly here what you believe is the basis for your authority;
and I suggest that the counterarguments are quite obvious and are
set out in full in that hearing of a year ago. So I do not see any par-
ticular reason in going into it except that I was shocked, and again
I say I may be wrong on this, but I was somewhat shocked to find the
President falling back on his general executive powers to conclude
agreements of this type.

Senator BARIKLEY. Will this be made a part of the record?
The CHAIRMAN. Yes.
(It is as follows:)
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AUTHORITY FOR THE INCLUSION OF THE GENERAL PROVISIONS IN THE GENERAL
AGREEMENT ON TARIFFS AND TRADE

The basic authority for inclusion by the President of the general provisions in
the general agreement on tariffs and trade is derived from his constitutional au-
thority to conduct foreign relations and conclude international agreements. In
addition, express or implied authority for the inclusion of most of these general
provisions may also be found in the language of the Trade Agreements Act.

GENERAL EXECUTIVE AGREEMENT AUTHORITY

The Supreme Court has recognized that the President, in the general conduct
of foreign relations has broad authority for the conclusion of executive agree-
ments with other governments (U. S. v. Curtiss-Wright Export Corp., 1936, 299
U. S. 304; U. S. v. Pink, 1942, 315 U. S. 203).

One type of situation in which this authority has long been exercised is that
where legislation in the United States either fails to restrict the rights of foreign
interests in this country, or conditionally or unconditionally accords such in-
terests certain rights without any express reference to the conclusion of agree-
ments on the matter. The President has often been able in such situations to
obtain from foreign governments commitments of great value to American in-
terests though agreeing to accord in this country the treatment to which the
foreign interests are entitled pursuant to such legislation, or in the absence
of legislation.

For instance, under a provision in income-tax legislation granting exemption
on the basis of reciprocity, but making no reference to agreements, numerous
executive agreements have been concluded exempting foreign shipping enter-
prises from income tax in this country. (See 1938 agreement with Sweden, 52
Stat. 1490.)

An early instance of an executive agreement on trade matters is that of 1826
with Hawaii (3 Miller, Treaties 269). Following enactment of the principle of
equality of tariff treatment in the Tariff Act of 1922, a large number of agree-
ments were concluded providing for mutual most-favored-nation treatment as to
customs duties, and in some instances containing other provisions for trade pro-
tection. (See agreements of 1930 with Egypt and 1938 with Greece, Executive
Agreement Series Nos. 5 and 137.)

A precedent for the inclusion of general provisions in trade agreements is
found in provisions inserted in some of the executive agreements concluded under
section 3 of the Tariff Act of 1897 other than those relating to the specific cus-
toms treatment authorized by the section. (See agreements of 1908 with France
and 1907 with Germany (1 Malloy, Treaties 547 and 563).) As to the general
constitutionality of such agreements, see Supreme Court case of Altman Co. v.
United States (1912, 224 U. S. 583).

The Trade Agreements Act, although not expressly authorizing many of the
general provisions, does open with the basic purpose of increasing markets for
American exports. In some instances much greater protection can be obtained
for such exports by the inclusion of mutual provisions limiting the application
of quotas and other quantitative restrictions to American products, or providing
for the allocation of quotas on a reasonable basis, than can be obtained from
tariff concessions. The importance of general provisions of this type, such as
articles XI to XIV of the general agreement, has also been recognized by con-
gressional committees in connection with trade agreements legislation. Many
of the other general provisions can be justified on this basis.

Another of the general provisions in which Congress has shown considerable
interest is the escape clause, which the report of the Ways and Means Committee
on the 1945 renewal recorded with satisfaction would be considered for inclusion
in future trade agreements (79th Cong., 1st sess., H. Rept. 594, 8 and 9), and
which Executive Order 9832 of February 25, 1947, drafted in collaboration with
Senate leaders, requires shall be included in future agreements.

The general provisions of the general agreement include a number of para-
graphs under which the parties to the agreement shall consult and with a view
to settling differences among themselves as to the administration of certain parts
of the agreement. Precedent for such provisions is found in the 1908 agreement
with France referred to above as well as in certain trade agreements. (See art.
XIV of the Mexican trade agreement of 1942 and art. XVI of the trade agreement
of 1942 with Uruguay.) Such provisions would seem clearly within the broad
executive authority of the President as to the conduct of foreign relations in-
cluding the administration of the international agreements of the United States.
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EXPRESS TRADE AGREEMENTS AUTHORITY

The Trade Agreements Act authorizes the President in broad language to
proclaim such modifications and continuances of the existing treatment accorded
to imports as are required or appropriate to carry out a trade agreement con-
cluded under the act. Obviously this broad authority includes the power to
make effective general provisions not inconsistent with existing legislation which
are necessary to prevent any party to the agreement from seriously impairing
tariff concessions accorded in the agreement, and such general provisions de-
signed to safeguard tariff concessions clearly come within the authority granted
by the act.

Certain of the general provisions are more specifically authorized as, for
example, 1 (b) and 2 (a) of article II of the general agreement providing in a
qualified manner for a binding of all duties, other than ordinary customs duties,
or charges of any kind imposed on or in connection with the importation of
articles on which concessions have been granted as to ordinary customs duty.
The importance of a binding of the excise treatment of articles upon which trade
agreement concessions are granted was recognized in the committee reports on
the original trade agreements legislation in 1934 (73d Cong., 2d sess., H. Rept.
1000, 15).

Finally, the protocol of provisional application of the general agreement,
under which the agreement is now being applied by the United States, clearly
states that part II of the agreement, which includes most of the general pro-
visions of a substantive nature, shall not apply in any case in which such appli-
cation would be inconsistent with existing legislation.

Mr. CLAYTON. At this point, Mr. Chairman, I would like to make
a chronological statement of the steps that have been taken in connec-
tion with our desire to have the Reciprocal Trade Agreements Act
extended.

In the President's state of the Union message of January 7, 1948,
he said that extension of the Trade Agreements Act was of extreme
importance. The Department of State, of course, was consulted about
this and fully concurred. On February 27, the Department listed
renewal of the act as legislation of the highest priority in a memo-
randum to Mr. Eaton, the chairman of the House Foreign Affairs
Committee. On March 1, 1948, the President sent a special message to
Congress asking for renewal of the Trade Agreements Act for 3 years.
This message had, of course, the hearty support of the Department of
State.

On that same day, March 1, 1948, Mr. Doughton introduced a bill
in the House renewing the act for 3 years. On March 10, 10 days
after the introduction of that bill, Mr. Brown, of the State Depart-
ment, and I had a talk with Mr. Knutson, chairman of the House Ways
and Means Committee at my request, and at that time we asked for
early hearings. The House Ways and Means Committee did not hold
hearings until the first part of May.

The CHAIRMAN. I assume that that is to contravert the suggestion
which I made to you the other day that in lower echelon of the State
Department there was serious question, serious discussion, as to whether
to ask for an extension at all in the sense of pressing for it.

Mr. CLArroN. I just put it in, Mr. Chairman, so as to make the
record clear as to the dates on which different steps were taken.

Senator HIAwKEs. May I ask this question, because I was told some-
where along in March, I believe, that you were not going to press for
an extension of the reciprocal trade agreements and that the President
considered it was unnecessary. I imagine that is what the chairman
is referring to.
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The CHAIRMAN. I do not know whether I have stated this, but in
connection with trying to figure out the working schedule of this
committee, I made certain inquiries as to when ITO would come in
here, and in connection with those inquiries, I learned that important
people in the State Department-Mr. Clayton has said that that
did not include the Secretary of State-were seriously debating
whether to press for an extension of reciprocal trade.

Senator HAwKs. The only purpose of my raising this question is
because I was not here the other day.

The Chairman. That has not been controverted or denied.
Senator HAWKEs. I wanted to ask Mr. Clayton if he, at any time

during the last 3 or 4 months, has heard that it might not be deemed
necessary to press for an extension of this.

Mr. CLAYTON. No, sir, I have not.
Senator HAWKEs. At any time since the first of the year, let us put

it that way.
Mr. CLAYTON. That I have heard that it might not be necessary?
Senator HAwKEs. Yes, sir.
Mr. CLAYTON. I have not heard that the President has taken any

position of that kind, Senator.
Senator HAWKES. Anybody in the State Department up the line,

have you heard?
Mr. CLAYTON. *Senator Millikin has correctly stated the position,

I think, except possibly he may have used the word seriously, or you
used the word seriously. I do not believe it is quite correct to say
that we ever seriously considered not asking for a renewal. We dis-
cussed at different times different steps that might be taken, and that
was one that was mentioned.

However, that goes away back, and I have given here the dates.
Senator HAWKES. Was that in connection with the idea that you

might consummate the ITO at Havana, and that the ITO itself might
be presented to the Congress for approval, and therefore be in effect
before June 30, and under those circumstances the extension of the
reciprocal trade agreements would not be necessary?

Mr. CLAYTON. No, sir; because if the ITO were in effect, if the Con-
gress approved the ITO, it would still be necessary to have the re-
ciprocal trade agreements program or something very similar to it.
I was just saying that even if we approved the ITO, it still would be
necessary to have the reciprocal trade agreements program or act or
something very similar to it, because one of the principal commitments
in the ITO is that members obligate themselves to negotiate for the
substantial reduction of tariffs and other barriers to trade. Under
this commitment, the administration would have to have authority to
conduct those negotiations, and to make those agreements. Any dis-
cussion we may have had in that sense at any time had to do with the
probability that the ITO and a new act would be submitted at the
same time to the Congress, but the completion of the negotiations in
the conference at Habana were so greatly delayed beyond the time
that we anticipated, the final act not taking place until the 24th of
March, that it was deemed too late to get the ITO Charter before this
session of Congress, and have it acted upon.

Senator HAWKES. I do not want to delay the proceedings any
further. Thank you very much.
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The CHAIRMAN. Off the subject, have you decided yet whether you
are going to submit ITO as a treaty or to both Houses?

Mr. CLAYTON. That decision so far as I know, Senator, has not been
made. It will not be submitted at this session of Congress.

Senator HAWKES. You mean at this session if it adjourns on June
19 or if there should be another continuation.

Mr. CLAYTON. For this Congress.
Senator HAWKES. It will not be presented to this Congress?
Mr. CLAYTON. For this Congress; yes, sir. That decision I believe

has been made, but as to the way in which it will be presented to the
next Congress, I do not think a decision has been made.

Somebody, I think Mr. Gearhart, maybe another witness, made a
point that the customs receipts of the United Kingdom, of the British,
were extremely large, showing presumably that their tariffs were very
high indeed, and I have had that matter examined, and the receipts
broken down into different categories. I find that the total custom
receipts of the UK for the fiscal year ending March 31, 1947, were
very large. They were £578,000,000 sterling, equivalent at the present
rate of exchange to $2,331,818,000. But of that, amount £446,000,000
was on tobacco, which becomes in our money about $1,800,000,000,
which they collected on tobacco. Their customs receipts arising from
protective duties are relatively small. They are only .£41,000,000, or
$168,000,000. Our customs receipts in the United States in 1947 were
about $465,000,000, and in 1946 they were $480,000,000, which is sub-
stantially higher than in any year since 1930. In 1930 they were
$462,000,000.

We come to the watch business. The statement was made here yes-
terday, I understand-I was not able to be present-that the watch
business had been seriously injured by the reciprocal trade agreement
program.

The record does not show it, Mr. Chairman. You understand what
is involved here is the movements, not the whole watch, but the watch
movements, which are imported in large quantities from Switzerland.

There are three principal manufacturers of these movements. The
Elgin is the largest, and the record of their sales in 1947 shows that
they sold $22,000,000. 4

Senator HAWKES. Have you got that in actual movements, because
I think dollars are very misleading. They are only half dollars.

Mr. CLAYTON. I do not have it in actual movement, but I can say
that I am reliably informed that the Elgin Co. have told jewelers,
numerous jewelers recently, they are not able to supply more watches,
that their stocks are completely depleted, that their factory is working
at full capacity, so much so that they are preparing to build a new
factory.

Senator HAWKES. You realize the testimony a couple of years ago
was to the effect that they could not get the necessary number of
watchmakers because they had left the trade on account of the impor-
tation and threat of importation and they had only, as I remember,
8,000 watchmakers in the whole United States.

Mr. CLAYTON. Makers of movements.
Senator HAWKES. Yes, sir.
Senator MARTIN. Might I make this observation: A great number

of these men that worked in the watch factories because we quit making
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so many watches during the war went into other war work at better
wages, and have remaind there.

Mr. CLAYTON. I am not informed on that, Senator Martin- these
companies, these three companies made precision instruments lor the
Army and the Navy during the war, and I think that requires pretty
much the same kind of high-class skill.

Senator HAWKES. That is one of the arguments that the watch peo-
ple made when they apeared before some committee where I was, that
we needed men who knew how to make precision instruments in case
we got into another war, and therefore there was no better place to
keep a supply of men available for emergency use than to have our
watch business result and increased.

Let me say this, the number of watches today is amazing to what it
was 20 or 25 years ago. You see, everybody has a watch. Therefore,
the reason I am mentioning that is the fact that they have done an
increased volume of business in dollars does not show that they are
holding their proper place in the watch-producing industry of the
world.

Mr. CLAYTON. In 1938 Elgin did a business of $6,777,000. In 1947
they did a business of $22,158,000, which is more than three times as
much. I take it the watch prices have not gone up 300 percent. So
that it appears there to me from these figures that they are doing a
larger volume than they did before the war, and that is borne out,
Senator Hawkes, by the statement I just made, that I am reliably in-
formed they cannot furnish watches to jewelers. I see from a clipping
from recent newspaper, commercial paper, that the president of the
Gruen Watch Co. has announced that work will start immediately on
the construction of a factory to manufacture watch movements, an-
other to make watchcases, and an office building, that the project will
be finished in 1949, and will cost about $3,000,000. And I am informed
that the Elgin Co. also are preparing to enlarge their capacity.

So I do not think that on the record anybody can claim that these
companies have been seriously injured. I suppose it is perfectly human
and natural. I suppose what the watch companies would like would
be a tariff that is so high that it would keep Swiss movements out, that
they would not have this competition, and that they could build enough
factories in the United States to supply all of these movements to the
American people. That is a perfectly human and natural thing. But
while they are doing it they would destroy the market. that we have
in Switzerland for American goods.

We have such a market today in large measure, considering that it
is a small country, and they are able to buy our goods because they
have a substantial business here in watch movements. We could build
enough factories in the United States to make all of these movements.
They would cost us more money, I am sure. If we put on a heavy
tariff to keep the foreign goods out we would pay more for our watches,
and then, at the same time, destroy our market for the goods that
Switzerland now buys from us.

The CHAIRMAN. What is the individual turn-over in watches, I
mean a man buys a watch; how many watches does he buy during his
lifetime?

Mr. CLAYTON. I do not know, sir, but Senator Hawkes, if he has
stated it correctly, everybody looks like they want two or three watches,
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and it has been enormous, that is, the business. You understand of
course that what we are talking about is a watch movement. If you
go into a store and pay $50 for a watch, only $10 of that goes back to
Switzerland for the movement, I am so informed. Eighty percent of
the $50 stays in the United States. It is labor making the case and
in putting the movement into the case and transportation and profits
of dealers, and so on.

In the State Department we have been pulled and hauled by people
from all sides. We have the people that make the movements and the
labor unions that perform the work on one side demanding that we
stop this great flow of movements from Switzerland. On the other
side, we have the people who put the movements into the cases and
sell the completed watch pulling and hauling, saying do not do it
because you will ruin our business.

The CHAIRMAN. Mr. Clayton, we honor ourselves when we call you
Senator.

Mr. CLAYTON. Did this sound like Congress?
The CHAIRMAN. May I make this little observation. You have made

a "pulling and hauling" argument against the Tariff Commission, and
now you admit that you are subject to all of these pullings and
haulings.

Mr. CLAYTON. Yes, we are. We are.
Senator BARKLEY. I would like to make this observation. I had

something to do with the watch schedule in the Tariff Act of 1930,
where a real effort was made not only to put the duties so high on
watch movements, but to classify them in such a way that nobody
could understand it, and the bill as it came to the Senate from the
House practically was in such shape as to exclude all importations
whatever. The Senate modified it so as not to bring about that disas-
trous result.

Senator GEORGE. It has long been the insistence of the makers of
the jewels and the works, Mr. Clayton, that what they really need is
pretty rigid embargo on imports, rather than the rates.

Senator BARKLEY. What I started to ask, is it not true that in the
whole history of the United States, the American watchmakers have
never been able to supply the domestic demand?

Mr. CLAYTON. I am not informed.
Senator BARKLEY. I think that is a fact.
Mr. CLAYTON. I know since the war they have not been able to.
Senator BARKLEY. For a long time before the war they were not

able.
Senator GEORGE. I used the word "embargo"; I meant quota.

Mr. CLAYrON. Yes.
Senator GEORGE. They think the only way to regulate it is through

quota.
Senator BARKLEY. As a matter of fact, if there were a prohibition

against the importation of watch movements and watch parts from
Switzerland, every American manufacturer of watches would go out
of business, because they have to depend upon Switzerland for some
of the things that go into their watches. That includes Elgin and
Waltham and Hamilton and all of the rest of them.

So that when you talk about putting a prohibitive restriction of any
sort on the importation of watch movements and watch parts that

76984-43------1
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would destroy the American watch business at least for a long time,
because they have not the facilities nor the skilled workers for manu-
facturing all of these delicate parts that they themselves depend upon
from Switzerland.

Senator HAWKES. I might say that from the testimony that I heard
they claimed that they never will have the facilities or the men to do
what the Senator from Kentucky is talking about as long as this
cheaper labor and better know-how is allowed to come in and interfere.
I am not talking about an embargo, and I am not talking about not
letting any watches come in. I am only interested in trying to find
a balance in there that lets our watch industry be ultimately as good
as any watch industry in the world. That is what I would like to see.
I am wondering whether you have any figures to show. I take it you
will give some more fi ures about the Hamilton and the other watch
companies there, but f wonder if you have any figures to show the
tremendous increase in movements that come in from abroad, up into
the millions.

Mr. CLAYTON. Before the war we imported I think about 21/2 to 3
million movements from Switzerland. It went up as high as 9 million
at one time in 1946, I think it was, or 1945, and then dropped down. I
think in 1947 it ran about 7 million, if I am not mistaken.

Senator HAWKES. Is it going down now, or what?
Mr. CLAYTON. It is down from what it was.
Senator HAWKES. Down from the peak.
Mr. CLAYTON. Down from the peak. I do not know why. I must

say that soon after I came into the State Department, I had this prob-
lem to deal with, and I felt a good deal of sympathy for the watch-
makers and the labor unions working in these factories that make these
movements, because they went completely on war work during the war,
and they quit making watches. They made precision instruments for
the Army and Navy. And when they came back into their regular
business at the end of the war, of course they found that during the
4 or 5 years of war that people had bought these Swiss movements,
and they had got established here, and of course it was right, our
people wanted watches, and the only way they could get them was to
buy the Swiss movements, because they were not made in this country
for a number of years. But that gave the Swiss manufacturers a
considerable edge and advantage here, and I felt a good deal of sym-
pathy for it.

I think we did work out temporarily a kind of voluntary agree-
mnent with the Swiss on the number of movements that they would
ship into the country, but there was just a hesitating period there right
after the war, if you will remember, when things sort of slowed down
a little bit, but then they picked up with great momentum, and we
had a demand here for more watches, both the Swiss and American
kinds, more than they could supply, and I feel that the present
situation certainly is one that they do not need to worry about.

They evidently are not worrying about it themselves, because they
are building new factories.

Senator MARTIN. There is not any question that there is probably
no great concern just now, but when we catch up with the scarcity of
watches, is there not danger then?
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Mr. CLAYTON. Senator Martin, I doubt it, for this reason: if we
do not too greatly expand our facilities for production, not only in
the cases of watches, but in the case of many other things, we will not
catch up very soon. We have a great increase in population. We
have a great increase in the prosperity of the people, the buying power
of the people. They have desires, more desires for different kinds of
goods; instead of being content with one watch, as I said many of them
want two and three, and they are able to buy them. go that I think
that any well-established business that is efficiently operated is going
to be able to take care of itself. I do not see within any near fore-
seeable time where we are going to get enough of foreign-produced
g oods to seriously endanger any well-established business in the United
States, with the local market that we have. That is not true so much
of watches, of course, but of most other things it is. They will be
able to take care of themselves, I think.

Senator MARTIN. Take in the case of the Hamilton Co. I know that
the management there, and through the cooperation of the men work-
ing in the plants, put out a greater volume in order that they could keep
down. the price of the watch. That was necessary in order to compete
with the imported watch.

What I am getting at is whether or not we are going to catch up in
all of these things sooner or later than what the situation of the watch-
making business will be in, because I am not only concerned in the
employment of these men, but we need these highly skilled men for
precision instruments and things of that kind in case of another
emergency.

Mr. CLAYTON. Of course, we always have the escape clause if it
should develop that these companies are being seriously endangered by
falling demand, coincidental with big imports from abroad. The
escape clause is always a means of taking care of that.

Senator MARTIN. I would like to make this observation, Mr. Chair-
man, whether or not we take advantage of the escape clause soon
enough. You take concerns that manufacture different things; their
inventories become depleted and their surplus becomes depleted, prob-
ably. in financial danger before we give them their relief that they
require. That is it.

Mr. CLAYTON. I think we may depend upon the affected parties to
come soon enough. I mean I do not think they will hesitate, and they
will come if they really have occasion, a case that they can establish.

Senator MARTIN. But, Mr. Chairman, and necessarily our Govern-
ment has become very large and complicated, because we are the largest
and most powerful country in the world, and as a necessity it must
move slowly and it does not take but just a few moments, sometimes,
to destroy a business that was really well established, and it takes
time for the Government to act, regardless of how well meaning it
may be.

Mr. CLAYTON. Of course in the operation of the escape clause--
The CHAIRMAN. I invite your attention to the fact that there is no

escape clause in the Swiss agreement.
Mr. CLAYTON. If you give us an extension of the Reciprocal Trade

Agreements Act, we will get one in there pretty quick.
The CHAIRMAN. I invite your attention to the fact that there is no

escape clause in the Swiss agreement.
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Senator BARKLEY. That was entered into prior to the time of that.
Mr. CLAYTON. It was.
The CHAIRMAN. Mr. Clayton has been talking about the escape that

can be taken. Now, the escape that we can take may be in an agree-
ment in the future. There is none in the present one.

Mr. CLAYTON. There is none in a number of agreements, because
they were made prior to the time we adopted the escape clause, but if
we get an extension of the Reciprocal Trade Agreements Act it will
be our purpose to try to bring all of these countries into the mul-
tilateral agreement. I think that is where they ought to be, and that
carries the escape clause.

Senator HAWKES. I want you to get my position, because I am not
talking about embargo or keeping all Swiss watches out of here or any-
thing of that kind at all. I think that if we could find a balance in
this thing where the Swiss watch works that came into this country
was a good thermostat and regulator to keep American watches from
being too high, on the one hand, and yet permitting the American
manufacturer to develop the same degree of art and skill in connec-
tion with the production of the works so that someday, if we could
not get Swiss watches any more, we could say that we developed an
industry in this country that was as good as any in the world; that is
what I have in mind.

Mr. CLAYTON. That is exactly what we have in mind, Senator
Hawkes. In the operation and administration of the reciprocal trade
agreements program, we see that the rates give reasonable protec-
tion but not exorbitant protection, not excessive protection.

Senator BARKLEY. Has the use of wrist watches by men increased
the consumption of watches in this country?

Mr. CLAYTON. It must have increased it enormously.
Senator BARKLEY. You are always hitting them against something

and breaking them. I never can tell what time it is.
The CHAIRMAN. There is another angle to that Swiss-watch busi-

ness that might deserve attention. In spite of the large increase in
the market for watches, so far as the more expensive watches are
concerned, there is not a very big turn-over per person. How many
watches have you had in your lifetime? I have had two watches in
my lifetime, and the Lord sparing, I hope to carry the one I now have
for a long time. So when you let a good watch

Senator HAWKES. I might remark that I would like to see the
chairman have to get another watch before he is through.

The CHAIRMAN. Thank you. When you let a good watch into this
country, you have brought in something that outlives a 3-year agree-
ment. You have not brought in something that has a rapid obsoles-
cence. You have restricted the market of the domestic watchmaker
so far as that individual is concerned for a long, long time to come,
far outliving any agreement that you may have.

Senator BARKLEY. What sort of watch is that?
The CHAIRMAN. This one I have here, I regret to say, is a Swiss

movement. Is not Longines a Swiss movement?
Mr. CLAYTON. That is right.
The CHAIRMAN. I had to take it against my will.
Senator HAWKES. Our lowest cost is about twice as high. Have

you anything yourself to show the relative costs in Switzerland?
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Mr. CLAYTON. You mean costs of the plant?
Senator HAWKs. No; cost of the work. The actual watch works.
Mr. CLAYTON. I don't know, Senator Hawkes. I think they sell

for approximately the same as the Swiss movements. Of course, the
Swiss have to ship them over here, and they pay duties, and I am in-
formed that they sell for practically the same to the people who put
them in the cases.

Now, Mr. Chairman, I have tried to make this as short as I could.
The CH1AIRMAN. The length cf it has not been your fault.
Mr. CLAYTON. Thank you.
I would just like to make a few general remarks. We have listened

here to witnesses who have appeared against the reciprocal trade
agreements program. The represent pretty much the same interests
that have been appearing at all of these hearings, this being the fifth
one, and their arguments are pretty much the same. I think most
of these gentlemen are living in the past. I think that we have grad-
uated in the United States from that period of our history when we
felt that we needed high protection in order to develop our industry,
our infant industries, and bring them to maturity. No doubt at some
period in our history the tariff was a very potent instrument in assist-
ing in that development. That was a period when we were a debtor
country; we owed the countries of Europe who had supplied capital
for the building of our railways and the development of our country.
We had to pay, I think, about four or five hundred million dollars a
year in interest and dividends and amortization of those debts. That
was a logical time for us to be a greater exporter than importer of
goods.

So in that period it was perfectly natural that we should have pro-
tective tariffs, and we did so, but I submit that in several respects we
have graduated from that period in this country. We are no longer
a debtor nation; we are the world's greatest creditor nation. We are
adding to that position heavily almost every day; and, so far as I
can foresee, we will add to it from time to time; and we would hope,
I take it, that all of us would hope that we would get as much of
that money back as we can, that as little of it would be in the form
of grants as possible. We may differ in our views as to what the
proportions will be in those two classifications, but I would take it
that all of us would hope that we would get as much of it back as we
can.

If we get any of it back, we will have to do it by importing more
goods and services than we export. Coincidental with that develop-
ment in the last 25 or 30 years, we have developed so greatly our
productive facilities in this country, not only in industry and mining,
but in agriculture as well. We have adopted the most modern tech-
niques in the world; we have the best equipment in the world. We
have more capital than the rest of the world put together.

In the matter of production, we have been more successful in com-
bining capital and labor and management in the mass production of
goods on an efficient basis, good stuff at low prices, than any country
in the world.

I have been around a good deal since the end of the war, and, even
in those industries in Europe which have come back to their prewar
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volume, I can state that in most cases in which I have made an exam-
ination-

Senator MARTIN. I dislike to interrupt, because this is most inter-
esting, but you spoke there of mass production. There is no question
about the fact that America has been the most successful nation in the
world in mass production, but the extent of the American economy is
the small business. What effect is this having on it? I wish you
would take that up at the same time that you are taking up the other,
because two-thirds of the American economy, regardless of the greater
manufacturers of steel and automobiles and things of that kind, is
dependent upon the business that is owned by and operated by an
average of 21/2 people.

Mr. CLAYTON. I am glad you brought that up, Senator Martin. I
think if you will examine you will find that most of the small busi-
nesses in the country are distributive businesses. They are merchants
and distributors of one kind and another. In other cases there are
manufacturers, usually manufacturers of specialties, that do not come
into direct or any competition with the foreign products.

You take, for example, the many small businesses that furnish parts
and components in the manufacture of things like automobiles or
refrigerators or radios. They are the outgrowth of our mass-produc-
tion efficiency in business, and they generally are located pretty close
to the big manufacturers that require their goods. I don't think that
they come very much into competition.

Senator MARTIN. What you are saying is very true. Let us now
get down to items like glassware, pottery, fabrics, and so on. They do
not depend upon these supplying these great mass producers. What
situation are they in? We have thousands of them in our country.

Mr. CLAYTON. That is right. They do not depend upon supplying
the mass production.

Senator MARTIN. I am not saying these things in any opposition;
I mean we are all Americans and we wanted to bring out the thing that
will be for the best.

Mr. CLAYTON. That is right, and the point you make is a very valid
one, and I will be glad to discuss it from my point of view, from my
knowledge of it.

Those industries that you mentioned, such as glassware and pottery
and things of that kind, are engaged in making things for the house-
holds and the restaurants and the hotels, and so on, of this country. I
think in general that those industries have nothing to complain of at
the present time, and I doubt if they will have for a long time to
come, because of the great increase in our population and because of
the great increase in the buying power of the American people. They
require more of those things than ever before.

Senator MARTIN. I dislike to interject so any times. Take, for
example, this: You can go downtown and you can buy glassware that
is imported, and a nonexpert, like myself, cannot tell it from the old
Bohemian glass, for example, and there is an enormously low price,
and that is in competition with certain glass here.

You can find completed woodwork that is made in Italy at a price
that we cannot compete with in our country. The same applies to
pottery and certain fabrics that are brought in that we can compete
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with in our country. I am bringing that up because we have to give it
an over-all consideration in this economic problem.

Mr. CLAYTON. I think that is right. I do not mean to say that there
is nothing that we make that may not suffer from foreign competition.
That is a statement that nobody can make, and I certainly would not
make it. I am only speaking by and large and in general of the great
difference that has taken place in our economy in this country in the
last 20 or 25 years which, in my opinion, makes of much less importance
the question of foreign competition than that question occupied ill
years gone by.

During the war we did not keep pace in our productive facilities in
this country, particularly of consumers' goods, with the great increase
in population and the great increase in buying power of our popu-
lation. You can mention numerous things like fabrics, clothing, and
shoes, and things of that kind in which our productive facilities did
not keep pace with the increased demands. We have fewer cotton
spindles operating in the United States today than we had 25 years ago.

The CHAIRMAN. I do not believe, Mr. Clayton, that you are making
that kind of an argument, but I suggest that you cannot generalize the
proper protection of our domestic industries. I suggest that you have
to consider each industry on its own bottom. I quite agree with you
that we have some industries here that probably can overcome the
low wages of other countries. I suggest that we may have industries
that cannot do that.

Mr. CLAYTON. I would not disagree with that for a moment, Sena-
tor, and that is exactly the basis on which we operate in the reciprocal
trade agreements program. We operate on a selective basis.

The CHAIRMAN. That is why I suggest that perhaps you put too
much emphasis on the argument that because we are the most, for the
time being, the most technologically advanced country in the world,
have the most capital and so forth, that we need not fear foreign
competition. I think we need not fear it in some industries. I sug-
gest that we need to fear it very much in others.

Mr. CLAYTON. I think we need not fear it in most areas of produc-
tion, but in some, of course, we would fear it, and we would certainly
in the administration of reciprocal trade program be very remiss in
our duty if we did not take those things into account, and we do.

The CHAIRMAN. May I make another observation in connection with
something that you said earlier. You said explicitly that we need
not have the same concern for the protection of infant industries that
we used to have in the old days. I suggest to you that every techno-
logical advance that we make involves a new business or a multitude
of new businesses, and unless those new businesses are to be taken up
by a few powerful, concentrated industries who, until they can get
going, can operate at a loss, I suggest that we will never see the time
when we should not give some attention to the protection of infant
industries.

Mr. CLAYTON. I was speaking in generic terms.
The CHAIRMAN. If I may carry that one further, obviously if you

do not protect technological advance by giving it a chance to develop
in this country, in the end you stymie your technological advance.
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Mr. CLAYTON. Most of our technological advance has been made
without the assistance of tariffs. It has been made in the great indus-
tries and the great corporations that maintain extensive research labo-
ratories and research facilities, spend millions of dollars on it, and
most of our advance technologically has come in those fields without
any protection of tariff.

The CH1AIRMAN. That is because they have the financial resources to
bring it through the development period.

Mr. CLAYTON. That is right.
The CHAIRMAN. But I think we should be very careful pursuing

the theory advanced by Senator Martin that we do not make it im-
possible for the little fellow to make a start in this country, because
obviously if you do that pretty soon you have nothing but great con-
centrations of capital in this country. That is right, is it not ?

Mr. CLAYTON. That is right. And I agree on that. We certainly
keep that in mind in the administration of the reciprocal trade agree-
ments program.

Senator BARKLEY. How many of the big companies that have the
financial power and otherwise to engage in this research which brings
on new technological advances and new sciences and new develop-
ments in the processes of maufacture have turned that over to the
little companies in order that they might go along with it?

Mr. CLAYTON. I don't know the answer to that, Senator.
Senator HAWKES. My answer to that would be that they have turned

it over by the thousands and thousands, by very modest license fees.
They have put them in, and that is what Senator Martin had in mind,
partly, of these technological developments, when they get into the
smaller concerns they still need some help. The big concern that made
the original development may not need help, but there may be hun-
dreds of smaller concerns throughout the field that do, and I wanted
to ask you this:

I was particularly impressed by a statement made by William P.
Jacobs, president of the American Cotton Manufacturers Association.
You probably know him.

Mr. CLAYTON. Yes, sir.
Senator HAWKES. Just this one little paragraph; it will not take

very long. It impressed me very much. He said:
We do not know whether a continued lowering of barriers against world trade

is necessary or inevitable as some of our leaders seem to think it is. However,
if that be true we do maintain that the process of lowering should be subject
to such limitations and speed and in amounts as will give our domestic industry
to be the most effected the time to adjust themselves to the new standards and
thus minimize the injury.

I agree with you that there are certain industries in this country
that in the interest of the people of this country we cannot protect high
enough to live if they have not a right to live-there is no question
about that-but we cannot put them out of business by one stroke of
the pen or by hurried action or speed. In other words, we should not
do it in my opinion.

Mr. CLAYTON. We should not; you are right. I agree on that
fully; but I think, Senator, that there may be circumstances in which
a little more competition from abroad would be helpful. You take
the industry that Mr. Jacobs represents and which I know something
about, and they of course are working practically to capacity now.
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They exported in 1947 $500,000,000 worth of goods which ought to
show pretty well that they are able to compete with foreign countries
because they sold those goods in foreign markets in competition with
foreign manufacturers. According to the National City Bank, 45
of the big companies in the industry made, in 1947, 36 percent on
the average of their net worth after depreciation, taxes, and reserves of
all kinds.

Senator HAwKEs. That helped make up for some of the losses they
had for a number of years prior. They were in very wretched shape
prior to the war.

Mr. CLAYTON. That is right. I am not complaining of profits. I
believe in the profit system and I am not complaining, but I am only
saying that whatever fears they may have are fears as to the future,
not as to what is happening in the present.

I agree fully with what you have just said that in the operation
of this act and our general policy, we have to take all of these things
into account. Many of these industries were built up under the
protection of tariffs and we would not want to bring into force any
conditions which would suddenly be very, very harmful to them.

We cannot do it, Senator. If we did it you would throw us out.
We haven't done it and we don't propose to do it.

We have heard a great deal about shortages. There are no short-
ages in this country from the point of view of production. We are
running now 70 percent above prewar in industry in production and
in volume, on the average. Take the steel industry: Before the war
we produced about 60,000,000 tons and now we are producing close
to 100,000,000 tons a year. You take any line of industry that you
want, you will find out that we are producing a great deal more than
before the war. In agriculture even, with less workers than before
the war, on the farms, they are producing one-third more than before
the war.

So that from the point of view of production we do not have a
shortage problem in the United States. The reason that prices are
so high and that people in some cases cannot get what they want is
that they want so much.

Senator HAWKES. I think that is very, very intelligent answer and
I wish more people in America understood that that is a most im-
portant factor in everything that is going on today in the United
States: That they want so much they are willing to reach out and bid
higher than prudence would say they should bid.

Mr. CLAYTON. You heard witnesses from the cattle industry talk
about the tremendous increase in consumption. The lower economic
strata have the buying power to buy meat. They wanted it and
they are getting it.

Senator HAWKES. In other words, Mr. Clayton, if we want to handle
the situation in front of us, which is bigger than any of us, we have
to exercise a little more self-control and a little more self-restraint
and a little more of the self-denial that our forefathers exercised under
similar conditions.

Mr. CLAYTON. I think so, but I haven't much hope that we will do
it. I think that that situation requires a little more competition from
the outside. I think that we have to let more goods in. It is not only
indicated from the point of view of inflation and from the point of
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view of the consumers and the right of the consumers of the country
to get the things that they need and want at reasonable prices, it is
not only indicated from that point of view, but it is indicated from the
point of view of trying to preserve as much as possible of this enor-
mous export market that we have.

We will not preserve it all, because it is due to shortages abroad and
to the needs and demands of the whole world which impinge on our
economy and our production.

Senator HAWKES. The very thing we are doing in the recovery pro-
gram will be absolutely-if it is successful in any way, will be condu-
cive to our not keeping our export market.

We may keep some of it but I mean it is beyond hope or expectation
that I have that we can keep this great export market that has been
created through shortages and the devastation that has been wrought
throughout continental Europe.

Mr. CLAYTON. We should not keep it all and we cannot. As a mat-
ter of fact, much of these export goods really haven't a market. I have
been taught to believe that a market is a place where you can take your
goods and sell them and get paid for them.

Senator HAWKES. Paid in real money.
Mr. CLAYTON. And much of the goods that we are exporting, of

course, we will not get paid for. We know that. The situation in the
world is such that we have to furnish those goods to try to maintain
stability in the world until other nations can get on their own feet. It
is to our interest. We can't be the only prosperous country in the
world. That is impossible. We can't operate in isolation.

So I think we are doing the right thing, Senator Hawkes. In many
of these things we have got the opportunity to act to maintain a good
deal of these export markets. For example, take wheat: We are ex-
porting today enormous quantities of bread grains-over 500,000,000
to 550,000,000 bushels a year. Before the war if we exported a couple
of hundred million bushels, that was something to put in the news-
papers. We did not do it often. Now we are exporting 550,000,000
bushels. We raised a billion four hundred million bushels of wheat,
and the human beings in this country can't eat over half of that to save
their lives. Wasting and gorging as much as we do, they can't eat over
half of it.

So if we continue to produce that wheat we have to find a market
abroad. Of course the foreign countries are going to increase their
production of wheat. They should do so and they will do so. But
we would like to see it, and I think perhaps we can induce them not
to increase it uneconomically as they did before the war. As you
know, Germany and Italy particularly, and France to some extent,
put on enormous tariffs and import quotas on wheat in order to stimu-
late the production of wheat artificially in their own countries so as
to get ready for war. France did it as a protective measure. The
other countries did it in aggression.

What we would like to see postwar and under this whole program
is that these countries should limit their production of wheat. I mean
that they should not put on artificial stimulants so as to stimulate
the production of wheat uneconomically in those countries. They
should, of course, produce all of the food that they can economically,
but for surplus needs over and above what they can produce econom-
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ically, they should buy from us and other producing countries. They
can only do it if we will take goods in return.

We heard a good deal about agriculture. Some gentlemen profess-
ing to talk for agriculture spoke against the reciprocal trade agree-
ments program. Agriculture has more to gain or lose by wise ad-
ministration of the reciprocal trade agreements program than any
other segment of our economy. Before the war agricultural income of
this country was about 7.5 billion dollars. Last year it was $30,000,-
000,000, four times prewar.

Let us look at the exports. Before the war we exported around
$800,000,000 worth of agricultural products; last year just under
$4 ,000,000,000-nearly five times.

On the import side of the picture before the war, the value of the
dutiable agricultural imports-that does not include bananas and
things like that-dutiable imports that might compete with some-
thing in this country, $322,000,000, and last year a figure of $1,056,-
000,000-just a little over three times as much.

So that agriculture has nothing to complain of as to what has hap-
pened in the last few years. Agriculture as a whole has nothing
to complain of.

Senator HAWIS. May I interrupt there to say that I am interested
in any kind of a fair reciprocal trade agreement that properly pro-
tects this country, and the hope I have is that no matter how we regu-
late this tariff question, we will regulate it in such a way that when
we return to peacetime conditions, which we all hope we will do some
day, we won't wake up and find out we have based our changes on ab-
normal wartime conditions to the point where they are wrecking
peacetime conditions in the United States, because we have no place
to go to for help.

The rest of the world has had a wonderful place to come to but we
have no place to go to protect ourselves.

Mr. CLAYTON. I am in absolute agreement with you, but in that con-
nection I would like to refer to the testimony of Mr. Mollin-I think
his name was-yesterday, representing the cattle industry. He said
the cattle industry is doing pretty well, and he was not worried about
it, and I think he is right in that remark. At least we all feel so
when we go to buy a steak in the market. But he was a little worried
for fear in the reciprocal trade agreements we might so lower the tariff
as greatly to disturb the domestic economy and reduce the buying
power of the people for meat. He had better be worried on the other
side as to what might happen if we lose too much of these enormous
exports that we are making today. They have a good deal more to
do with the maintenance of stability in the domestic economy on the
present level than any possible increase of imports might have to do
on the other side.

As you know, last year we exported $19,000,000,000 worth of goods
and services, and we only imported $8,000,000,000 of goods and serv-
ices, making a gap of $11,000,000,000.

Senator HAWKES. There you have the thing I am talking about-the
abnormal position. I am sure you see what I am talking about.

Mr. CLAYTON. I do, but I think that gap will necessarily be narrowed
by a reduction in exports. We can't go on at a $19,000,000,000 rate.
That, I think, is obvious to us all, but it ought to be narrowed some by
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an increase in imports. We don't want to drop down our exports from
$19,000,000,000 to $8,000,000,000. That would harm the economy of
the country much more than the bringing in of three, four, or five
billion dollars of additional imports, of goods that the country can
absorb and that the people want, and that they have a right to get at
somewhat lower prices than they are paying today.

Senator HAWKES. I think that the point that you raise is very inter-
esting. I think we have to give equal attention to those two factors-
to the importing of goods which might increase the operation of plants
and therefore bring about unemployment, and we have also to give
attention to what is a fair balance of export trade which in itself, if
we export and bring in imports that do destroy our own economy,
creates employment. I think it is a thing that you have to look at
from both sides.

Mr. CLAYTON. You have stated it correctly. It is the part of wis-
dom and statesmanship to arrive at a fair balance; there is no question
about that.

This export business is very interesting. I heard the statement made
here that we should not seek to export any more goods than are neces-
sary to buy the things that we want to buy abroad that we can't make
in the United States. Well, gentlemen, you would have a good deal
of difficulty in selling that philosophy to the wheat farmer, to the
cotton farmer, to the tobacco farmer, to the automobile manufacturers,
to the radio manufacturers, to the office machine manufacturers. I
think we would have a good deal of difficulty in selling that philosophy
to them, because in many cases the margin of profit and of employment
and the use of capital and plans is in this export trade, and we cannot
afford to destroy it. We don't want any more than is healthy and
proper, but I think it is in our national interest to protect that trade
as much as we can. You don't protect it by putting any subsidy on it
or giving it a tariff or anything else You protect it by not excessively
protecting the other side.

Senator HAWKES. You must agree that we do not want in any way to
neglect the 92 percent of our volume of business for the 8 percent, or
whatever it may be, that we hope to get abroad.

Mr. CLAYTON. Certainly not.
Senator HAWKES. We have to take care of the 92 percent because

that is the foundation. You remember that old saying that it is the
straphanger in the streetcar that pays the dividends. If you do not
take care of those who are in the seats and they get out and the strap-
hangers sit down, then you will not have any dividends.

Senator BARKLEY. The straphangers do not occupy the majority of
those who travel.

Senator HAWKES. That is the point I am making.
Senator BARKLEY. I have also regarded, or understood, that the ratio

was about 90 to 10, instead of 92 to 8. That is not material, of course.
If we so handle our economy that we lose the 10, that necessarily means
a reduction in our production or a reduction in the price if we try to
sell it domestically to a point where it is not profitable to make it. So
that what we have to do is to try to maintain both.

Mr. CLAYTON. That is right.
Senator BARKLEY. Not at any particular ratio; commerce takes care

of that. You cannot do that by a law, but it is to our interest and it is a
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wholesome situation, if we can, without injustice to too great a number
of our people, maintain our exports and maintain our imports.

Mr. CLAYTON. That is right. Of course, the 10 percent is the aver-
age and it becomes very much greater when you apply to particular
things.

Senator HAWKES. What are we exporting at now?
Mr. CLAYTON. About 10 percent of our total production of goods is

being exported. Our total economy, as you know, is running around
$230,000,000,000, but that includes goods and services. We are export-
ing pretty close to 10 percent of our production of goods, but in some
particular things, like wheat and cotton and tobacco, it is much greater
than 10 percent. If you were to lose that the impact on that particular
segment of the economy would quickly spread to others and be very
serious.

Senator HAWKES. For a number of years prior to the war did it not
run between 5 and 71/2? Before the war period?

Mr. CLAYroN. Before the war, yes; it ran around, I would say, 6 to
7 percent.

Senator BARKLEY. In that respect, if you go back far enough before
the war it did rise to the 10 percent level.

Mr. CLAYTON. If you go back, yes; it does. If you go back far
enough you find in some particular things that the figure is 50, 60 per-
cent of the production of that particular article. In the case of
cotton, for example, when we used to export 55 to 60 percent of our
production.

Senator HAWKES. Your objective and our objective should be to
find the point where you get a thermostatic regulator that does not
injure domestic economy and it does keep this thing going so that it is
beneficial to our domestic economy, as well as beneficial to our rela-
tionship with foreign countries.

Mr. CLAYTON. Yes, sir; that is right.
Senator BARKLEY. Did you finish your comment on this cattle thing

a while ago? You were diverted, I think.
Mr. CLAYTON. What I wanted to say was that the gentleman repre-

senting the cattle industry seemed very fearful the increased imports
might upset the domestic economy and react on the consumption of
meat, and I was just making the point that if he only knew it he
ought to be very much more fearful that the domestic economy might
be upset by the susbstantial loss of our export trade which would
react much more quickly and violently on the domestic economy than
any small increase of imports could.

Tbe CHAIRMAN. Are there any questions?
Senator GEORGE. I have no questions.
Senator BARKLEY. We have exercised the privilege of plying him

with a good many questions while he was testifying.
The CHAIRMAN. Thank you very much, Mr. Clayton.
Mr. CLAYTON. Thank you, sir.
The CHAIRMAN. The hearing is closed.
(Thereupon, at 12 o'clock noon, the hearing was closed.)


